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PRESCRIPTION  DRUG  PRICES:  OUTPRICING 
OLDER  AMERICANS 


WEDNESDAY,  APRIL  14,  1993 

U.S.  Senate, 
Special  Committee  on  Aging, 

Bangor,  ME. 

The  committee  met,  pursuant  to  notice,  at  9  a.m.  at  Bangor 
House,  Bangor,  ME,  Hon.  William  S.  Cohen  (acting  chairman  of  the 
committee)  presiding. 

Present:  Senator  Cohen. 

Also  present:  Mary  Berry  Gerwin,  minority  staff  director/chief 
counsel  and  Katherine  DeCoster,  professional  staff. 

OPENING  STATEMENT  OF  SENATOR  WILLIAM  COHEN,  ACTING 

CHAIRMAN 

Senator  Cohen.  Good  morning,  ladies  and  gentlemen. 

First,  let  me  apologize  for  beginning  the  meeting  a  bit  late.  I  had 
to  deal  with  an  announcement  concerning  Pratt  &  Whitney,  which 
is  a  major  producer  of  aircraft  engines  in  the  country.  They  have 
a  plant  in  North  Berwick  in  which  they  employ  anywhere  between 
1,300  and  1,500  people,  and  that  was  in  danger  of  the  possibility 
of  being  closed.  Pratt  &  Whitney  announced  this  morning,  as  of 
8:30  this  morning,  that  the  plant  is  going  to  remain  open. 

We  were  in  competition  with  plants  in  Connecticut  and  Georgia. 
I  spoke  with  the  chairman  of  the  board  last  evening,  and  he  said 
as  of  8:30  this  morning  the  announcement  would  be  made  that  that 
plant  will  remain  open,  and,  of  course,  that  would  be  of  major  im- 
portance to  the  Stated  economy.  So  I  had  to  deal  with  that  for  the 
past  half  hour  or  so.  I  apologize. 

But  I  do  want  to  welcome  all  of  you  here  this  morning  to  the 
hearing  of  the  Special  Committee  on  Aging.  I'm  pleased  that  all  of 
you  in  the  audience  could  be  here  to  help  me  and  my  colleagues 
in  the  Senate  deal  with  one  of  the  most  difficult  problems  facing 
America's  aging  population:  the  high  cost  of  prescription  drugs. 

It  was  just  about  a  year  ago  this  month  that  I  held  a  hearing 
in  Lewiston  on  the  same  issue.  Senior  citizens  from  across  the 
State  testified  on  how  the  high  cost  of  prescription  drugs  is  affect- 
ing their  lives.  The  doctors  and  pharmacists  told  how  high  drug 
costs  are  terrorizing  their  patients  and  customers. 

Since  that  hearing,  IVe  received  thousands  of  phone  calls  and 
letters  from  people  in  Maine  and  throughout  the  country  asking  for 
a  halt  to  this  war  on  escalating  drug  prices.  Unfortunately,  as 
we're  all  going  to  hear  today,  very  little  has  changed  in  the  past 
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year.  American  customers  are  still  being  very  hard  hit  by  high  drug 
prices. 

Over  the  past  12  years,  prescription  drug  prices  have  consist- 
ently outpaced  the  general  rate  of  inflation.  In  fact,  from  1980  to 
1992,  drug  price  inflation  was  almost  six  times  the  rate  of  general 
inflation. 

The  drugs  most  commonly  used  by  the  elderly  have  jumped  in 
price  8  to  10  times  over  the  past  6  years.  In  many  instances,  there 
was  no  difference  in  the  drug  itself,  just  huge  increases  for  the 
same  product.  This  price  explosion  has  placed  tremendous  financial 
burdens  on  the  millions  of  Americans  who  must  pay  for  these  drugs 
out  of  their  own  pockets. 

These  statistics  have  some  real-life  consequences  for  senior  citi- 
zens in  Maine.  I  would  like  to  share  with  you  a  few  of  the  stories 
behind  the  numbers. 

A  woman  from  Biddeford  explained  her  difficulties  in  a  recent 
letter.  She  said,  "It  takes  half  of  my  husband's  Social  Security 
check  to  pay  for  our  medications.  If  these  prescriptions  go  up  in 
price  anymore,  we  will  have  to  choose  between  eating  or  medica- 
tion." 

A  senior  citizen  from  Yarmouth  wrote  to  me  and  said,  "Today  I 
went  to  get  this  prescription  filled.  This  prescription  has  gone  up 
every  time  I've  had  it  renewed.  I've  thought  about  stopping  taking 
the  drug,  because  we  cannot  afford  this  price,  but  I  can't  afford  to 
have  a  stroke  or  a  shock  either  so  what  can  I  do?"  To  make  matters 
worse,  this  couple  is  also  helping  their  daughter  to  pay  the  huge 
amounts  for  her  cancer  drugs. 

An  elderly  couple  from  Oxford  County  who  was  living  on  Social 
Security  found  that  they  had  to  choose  among  heating  their  home, 
eating  nutritious  meals,  or  taking  their  prescription  drugs,  because 
they  simply  didn't  have  enough  money  to  go  around.  They  used  the 
limited  funds  they  had  to  buy  wood  and  stay  warm.  They  cut  back 
on  food  purchases,  and  they  stopped  taking  their  heart  medication 
altogether. 

Senior  citizens  aren't  the  only  victims  of  high  drug  prices.  High 
prescription  drug  prices  also  have  a  devastating  effect  on  the  pock- 
etbooks  of  families,  especially  those  with  young  children.  More  and 
more  parents  are  dreading  trips  to  the  doctor  for  fear  that  doctor 
may  prescribe  drugs  they  simply  can't  afford. 

I'll  give  you  another  example.  A  divorced  mother  aW  a  full-time 
nurse  from  Biddeford  wrote,  "With  the  cost  of  doctor  visits,  dentist 
visits  and  especially  prescriptions,  it  is  extremely  discouraging  for 
a  single  working  parent  to  survive.  I'm  not  out  to  make  a  killing. 
I'm  only  out  to  make  a  living." 

While  high  drug  prices  hit  the  young  and  old  alike,  older  Ameri- 
cans as  the  largest  consumers  of  prescription  drugs  are  particularly 
vulnerable  to  those  unrelenting  price  increases.  Many  senior  citi- 
zens live  on  fixed  incomes  made  up  largely  of  Social  Security  and 
perhaps  a  small  pension.  Time  and  time  again  I  have  heard  that 
high  prescription  drug  bills  are  simply  taking  a  huge  bite  out  of 
their  Social  Security  checks  and  leaving  many  seniors  with  little 
money  to  live  on  each  month. 

Compounding  this  problem  for  the  elderly  is  the  fact  that  Medi- 
care doesn't  cover  the  cost  of  prescription  drugs  and  thus  leaves 


3 


many  older  Americans  to  pay  for  these  expenses  out  of  pocket. 
Even  those  individuals  who  do  have  Medigap  policies  to  supple- 
ment that  Medicare  coverage  feel  the  effects  of  high  drug  prices 
since  they  still  have  to  meet  high  deductibles  and  large 
copayments.  This  deadly  combination  of  high  consumption,  rel- 
atively fixed  incomes  and  low  insurance  coverage  makes  the  huge 
increases  by  pharmaceutical  companies  virtually  impossible  for 
older  Americans  to  absorb. 

Now,  a  number  of  Members  of  Congress  and  the  public  have 
started  to  join  me  in  attacking  the  drug  price  increases,  telling  the 
pharmaceutical  manufacturers  we  can  no  longer  stand  by  while 
consumers  continue  to  suffer.  The  drug  industry  has  responded 
with  a  dazzling  array  of  smokescreens  and  cover  stories  to  explain 
those  high  prices. 

The  drug  companies  justify  the  increases  by  citing  enormous 
costs  and  risks  associated  with  research  and  development  of  new 
drugs,  and  there  is  some  element  of  truth  to  this.  But  the  truth  is 
also  that  the  drug  price  increases  are  not  going  solely  to  fund  re- 
search and  development. 

Instead,  a  large  portion  of  the  money  is  going  to  marketing,  and 
advertising,  and  skyrocketing  profits  to  these  manufacturers. 

Every  time  a  consumer  purchases  a  prescription  for  a  brand 
name  drug,  about  35  percent  of  what  the  manufacturer  receives 
from  the  sale  goes  to  marketing,  advertising,  and  profits,  while 
only  16  percent  goes  to  pay  for  research  and  development.  The  Sen- 
ate Special  Committee  on  Aging  also  recently  found  that  the  drug 
industry  is  spending  $1  billion  more  per  year  on  public  relations 
than  it  is  spending  on  research  expenses. 

While  Americans  are  scrimping  to  pay  for  drugs,  the  profits  of 
the  companies  are  soaring  far  above  those  of  other  industries.  For 
the  past  decade,  for  example,  drug  manufacturers  of  the  most  fre- 
quently used  drugs  in  this  country  have  enjoyed  consistently  higher 
profits  than  the  average  Fortune  500  company.  In  1991,  while  the 
profit  level  of  the  average  Fortune  500  company  was  3.2  percent, 
the  average  drug  company's  profits  were  four  times  this  amount. 

Now,  these  tremendous  price  increases  and  unparalleled  profits 
are  simply  unacceptable  in  light  of  the  fact  that  the  Federal  Gov- 
ernment now  provides  billions  of  dollars  each  year  to  pharma- 
ceutical companies  in  tax  credits  and  tax  breaks  and  spends  bil- 
lions of  dollars  more  for  research  activities  that  lead  to  the  develop- 
ment of  new  drugs. 

Many  of  the  new  drugs  on  the  market  today  are  the  result  of 
Federal  research.  We  have  to  emphasize  this.  We,  the  U.S.  tax- 
payers, are  spending  money  up  front  to  help  develop  these  drugs. 
While  the  manufacturers'  role  in  developing  the  drugs  is  critical — 
and  we  shouldn't  underestimate  this,  it  is  critical — their  profits  far 
exceed  the  reasonable  amount  needed  to  recover  those  expenses. 

I  am  committed  to  the  free  market  system  and  I  am  not  opposed 
to  profits,  but  buying  prescription  drugs  is  not  an  optional 
consumer  purchase  that  can  be  deferred.  It's  a  necessity.  Given 
that,  the  Government  has  an  obligation  to  protect  consumers,  and 
the  drug  companies  also  have  an  obligation  to  balance  their  passion 
for  profits  with  some  sense  of  social  responsibility  as  well. 
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Last  year,  seven  major  drug  manufacturers  responded  to  critics 
by  promising  to  hold  their  prices  to  the  general  rate  of  inflation. 
This  was  a  hopeful  sign  that  drug  manufacturers  had  listened  to 
the  cries  of  individuals  who  could  not  tolerate  the  continued  esca- 
lation of  the  cost  of  drugs. 

But,  unfortunately,  these  voluntary  pledges  did  little  to  contain 
price  increases  to  consumers.  While  the  drug  manufacturers  claim 
that  they  are  stabilizing  their  prices,  drug  prices  rose  more  than 
four  times  the  rate  of  inflation  last  year.  Some  of  the  drugs  that 
increased  the  fastest  in  prices  are  the  drugs  commonly  used  by  sen- 
ior citizens,  including  drugs  for  Parkinson's  disease,  ulcers,  and  an- 
gina. 

This  experience  shows  us  that  we  simply  can't  rely  upon  the 
pledges  of  the  manufacturers  themselves  to  curb  price  increases. 
Rather,  we  have  to  reexamine  the  Federal  policy  toward  the  compa- 
nies themselves.  Overgenerous  tax  breaks  and  patent  protections 
encourage  drug  companies  to  reap  excessive  profits  from  our  Na- 
tion's poorest  and  neediest  citizens  and  from  our  Nation's  depleted 
Treasury  as  well. 

I  recently  introduced  legislation  to  scale  back  nonresearch  and 
development  tax  breaks  that  we  give  the  manufacturers  if  they 
don't  release  consumers  from  the  financial  choke  hold  of  huge  pre- 
scription drug  price  increases.  I  believe  that  Congress  should  also 
examine  patent  protections,  other  tax  incentives  given  to  the  com- 
panies, and  the  extent  of  the  investment  made  by  the  Federal  Gov- 
ernment in  the  development  of  new  drugs  to  determine  if  there  are 
other  ways  to  address  the  problem  of  these  ever-escalating  price  in- 
creases. 

I  would  like  to  say  that  we  cannot  underestimate  the  importance 
of  prescription  drugs  and  the  companies  to  our  Nation's  health  care 
system.  We  have  to  balance  our  cost  containment  efforts  with  the 
need  to  encourage  innovation  and  development  of  new  drugs  to 
combat  AIDS,  cancer,  Alzheimer's,  and  other  illnesses.  All  the 
breakthroughs  in  medicine,  however,  are  meaningless  if  major  seg- 
ments of  the  population  simply  can't  afford  to  buy  them. 

Today,  we're  going  to  hear  from  senior  citizens,  from  health  care 
providers,  and  agencies  serving  the  elderly,  on  how  drug  prices  are 
affecting  the  seniors  in  Maine.  The  timing  of  this  hearing  could  not 
be  more  appropriate  as  the  Nation  anxiously  awaits  the  arrival  of 
President  Clinton's  health  care  proposal. 

The  cost  of  drugs  is  one  of  the  most  important  health  care  issues 
facing  our  country.  I  look  forward  to  hearing  the  testimony  today, 
which  is  going  to  be  most  valuable  in  our  efforts  to  free  senior  citi- 
zens who  are  being  held  hostage  to  the  exorbitant  price  increases. 

That,  ladies  and  gentlemen,  was  a  rather  lengthy  statement,  but 
I  wanted  to  give  you  some  brief  background  in  terms  of  where  we 
are  with  legislation  and  what  I  hope  to  be  able  to  achieve  today. 

We  have  Mr.  Ashley  Young,  Mrs.  Cora  Hancock,  and  Mrs.  Patri- 
cia Gott,  on  our  first  panel  of  witnesses.  Your  testimony  will  be  fol- 
lowed by  the  next  panel.  What  I  will  do  is  use  this  evidence  that 
I  am  gathering  to  present  to  the  Aging  Committee,  which  in  turn 
will  use  this  information  to  combat  what  is  now  going  to  be  a  major 
public  relations  campaign. 
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For  those  of  you  who  are  unaware  of  this,  many  of  the  drug  man- 
ufacturers have  hired  a  public  relations  firm  in  Washington  headed 
up  by  Jody  Powell,  President  Carter's  former  press  secretary.  Ac- 
cording to  the  Wall  Street  Journal,  they  have  paid  Mr.  Powell  some 
$2  million  to  wage  a  90-day  public  relations  campaign  to  try  to  stir 
grassroot  support  for  the  industry's  efforts.  So  we'll  need  testimony 
to  present  to  our  colleagues  to  show  exactly  what  the  impact  is 
among  those  who  most  desperately  need  the  medications. 

Mrs.  Hancock,  would  you  like  to  proceed  first  with  your  testi- 
mony? 

STATEMENT  OF  CORA  HANCOCK,  SOUTHWEST  HARBOR,  ME 

Ms.  Hancock.  Good  morning.  My  name  is  Cora  Hancock.  I  live 
in  Southwest  Harbor.  Fm  85  years  old. 

I  want  to  talk  to  you  today  about  how  much  I  have  to  spend  on 
my  prescription  drugs.  I  was  paying  about  $150  a  month  for  my 
drugs  until  a  couple  of  years  ago  when  I  enrolled  in  the  Low-Cost 
Drug  Program.  I  just  couldn't  afford  my  medication.  So  when  I 
went  for  help  on  paying  for  fuel,  they  also  signed  me  up  in  the  pro- 
gram. 

Even  with  the  low  cost  drugs,  I  still  spend  about  $35  a  month 
for  prescription  drugs,  including  $18  to  $34  on  antibiotics  that 
aren't  covered  by  the  low  cost  drugs.  I  also  spend  about  $65  a 
month  on  over-the-counter  drugs  like  Tylenol,  coated  aspirin,  potas- 
sium that  the  doctors  tell  me  to  take  for  arthritis  and  other  prob- 
lems. 

When  I  first  started  taking  the  dyazide,  it  was  $5  for  100  pills. 
Now,  it  is  anywhere  from  $50  to  $65  for  100  pills.  It  all  depends 
on  where  I  buy  them.  My  Social  Security  is  $586  a  month.  My  rent 
is  $225  a  month.  The  heat  is  anywhere  from  $100  to  $150,  and 
electricity  is  $40.  My  health  insurance  is  almost  $65  a  month.  It 
just  doesn't  leave  much  to  live  on.  I  am  very  grateful  that  I  am  able 
to  qualify  for  the  Low-Cost  Drug  Program,  but  even  with  the  help 
I  get  from  it,  I  don't  have  much  left  each  month. 

I  want  to  tell  you  about  my  sister  and  brother-in-law.  They  spend 
$4,327  a  year  for  prescription  drugs.  They  are  just  above  the  limit 
for  their  Low-Cost  Drug  Program,  so  that  they  don't  get  any  help 
through  that. 

My  son  also  has  very  high  drugs.  He  is  disabled,  and  his  monthly 
drug  costs  around  $300  a  month. 

Senator  Cohen.  Does  that  complete  your  statement,  Mrs.  Han- 
cock? 

Ms.  Hancock.  Yes. 

Senator  Cohen.  Thank  you  very  much.  I'm  going  to  come  back 
to  you  in  a  moment.  I  want  to  go  through  each  of  these  witnesses 
first  and  then  ask  you  some  questions. 

Mrs.  Gott. 

STATEMENT  OF  PATRICIA  GOTT,  BANGOR,  ME 

Mrs.  Gott.  Yes.  My  name  is  Patricia  Gott.  I'm  from  Bangor.  I'm 
51  years  of  age. 

I  know  I  don't  qualify  for  the  elderly,  but  I  would  like  to  start 
by  saying  that  myself  and  family  pay  anywhere  from  $110  a 
month,  not  including  our  Tylenol  and  vitamins  which  are  needed 
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very  much.  I  have  a  sinus  drug  that  costs  $27.95  for  24  tablets  that 
the  doctor  ordered  for  me,  but  with  the  other  medications  it's  im- 
possible for  me  to  get  this. 

Our  insurance  cost  is  $359.79  a  month,  and  we  also  have  a  $500 
each  deductible,  which  I  am  not  sure  will  even  cover  prescriptions 
80  percent. 

My  husband  receives  $317.12  a  week.  At  this  time,  he  has  been 
out  of  work  from  injuries. 

Our  monthly  heating  bill  runs  approximately  $230  a  month 
through  the  winter.  Then  our  electric  bill  runs  about  $126.93  per 
month.  Gas  for  cooking  and  hot  water  runs  us  $56  a  month.  Sewer 
and  water  run  us  $43  a  month.  This  does  not  include  traveling  to 
the  doctors,  the  taxes,  and  insurance  on  our  home.  Thank  goodness 
we  do  own  our  own  home. 

I  noticed  prescription  drugs  have  gone  up  from  $63  on  one  of  my 
prescriptions  2  years  ago  to  $87  now.  We  are  also  paying  large  doc- 
tor bills.  I  have  one  daughter,  who  was  living  at  home  up  until  this 
year,  and  she  had  cancer  surgery  every  3  months,  four  times.  So 
we  have  had  to  pay  those  bills  due  to  no  insurance.  We  have  a 
large  hospital  bill.  It's  $400  and  up  for  her  each  time  for  the  3 
months. 

Then  I  have  another  daughter  living  on  her  own,  married  and 
with  a  child.  She  can't  afford  to  even  take  the  baby  to  the  doctors. 
One  doctor  out  of  courtesy  said,  "Don't  refuse  your  child;  we  will 
take  care  of  her." 

My  daughter  is  on  synthroid,  which  is  very  expensive.  She  had 
extensive  surgery  back  in  high  school  and  she  also  had  a  bone 
tumor.  She  should  not  be  on  generic  drugs,  which  she  just  finally 
purchased  but  that  is  all  she  can  afford.  She  went  4  months  with- 
out any  medication.  She  has  one  daughter  and  wants  children. 

Then  I  have  other  daughters  who  are  living  at  home  that  need 
help  paying  for  their  medication,  too. 

I  had  an  x-ray  myself  just  3  months  ago  that  was  $980,  and  even 
with  my  insurance  at  that  time  I  had  to  pay  $280,  which  I  am  still 
paying  at  this  time.  I  pay  as  much  as  I  can  on  that  bill. 

My  vitamins  I  have  to  have  due  to  a  blood  deficiency.  I  can't  be 
without,  but  I  have  to  go  without  a  lot. 

Thank  you. 

Senator  COHEN.  Thank  you,  Mrs.  Gott. 
Mr.  Young. 

STATEMENT  OF  ASHLEY  YOUNG,  HAMPDEN,  ME 

Mr.  Young.  My  name  is  Ashley  Young.  I  live  on  the  Kennebec 
Road  in  Hampden  and  I'm  73  years  old. 

My  monthly  prescription  drugs  are  costly;  at  least  $141.29  a 
month  for  sinemet,  for  Parkinson's  disease;  nitrostat,  $9  a  month, 
for  the  heart;  furosemide,  $4  a  month,  fluid  pills;  Capoten,  $18  a 
month,  for  blood  pressure.  Total  prescription  drug  costs  are  $172 
per  month. 

All  of  my  drug  costs  are  out  of  pocket.  I  have  only  Medicare  A 
and  B,  which  doesn't  pay  for  prescription  drugs. 

I  recently  applied  for  the  State  Low-Cost  Drug  Program  through 
the  Eastern  Agency  on  Aging.  I  don't  know  if  I'll  qualify.  Even  if 
I  do,  it  doesn't  cover  the  Parkinson's  drug. 
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My  only  income  is  Social  Security  retirement,  $652  per  month; 
K-Mart  pension,  $136.66. 

My  monthly  expenses  are:  mortgage  and  taxes,  $354;  fuel  oil, 
$170;  food,  $100;  car  payment,  $60;  snow  plowing,  available  for 
about  $200  this  year.  Other  expenses,  utilities  and  home  insurance 
are  paid  by  my  roommate. 

From  November  1992  to  April  1993,  my  sinemet  went  from 
$135.70  per  100  pills  to  $141.29  per  100  pills.  That's  an  increase 
of  4.1  percent  in  just  5  months. 

I  was  managing  to  pay  my  bills  until  the  Parkinson's  drug  was 
prescribed.  If  the  Eastern  Agency  on  Aging  had  not  given  me  $170 
this  month,  I'd  have  had  to  choose  between  food  and  medicine.  I 
don't  know  what  I'd  have  done,  maybe  bought  some  food  and  some 
medicine.  I  never  go  out  to  dinner  or  anything  like  that.  I  have  no 
savings  to  dip  into. 

I  also  am  a  diabetic.  As  long  as  I  can  buy  the  right  kind  of  food, 
I  can  control  it  with  food.  But  if  I  don't  have  money  to  buy  the 
right  kind  of  food,  I  have  to  go  buy  pills,  and  I  can't  afford  it. 

Thank  you. 

Senator  Cohen.  Thank  you,  Mr.  Young,  Mrs.  Hancock,  and  Mrs. 
Gott.  Just  a  couple  of  questions. 

Mrs.  Hancock,  it  seems  to  me  even  with  the  help  of  the  State's 
Low-Cost  Drug  Program,  you're  still  spending  quite  a  bit  of  money 
on  prescription  drugs  in  addition  to  other  monthly  expenses,  aren't 
you? 

Ms.  Hancock.  Right. 

Senator  Cohen.  In  fact,  as  I  look  at  your  testimony,  you  have 
about  $60  a  month  to  live  on  after  you've  paid  for  the  rent,  the 
heat,  the  electricity,  and  health  insurance. 

Ms.  Hancock.  Just  about  that. 

Senator  Cohen.  That's  for  food  as  well,  isn't  it? 

Ms.  Hancock.  That's  just  about  what  I  have. 

Senator  Cohen.  Just  what  you  have  left  over. 

Mr.  Young,  if  I  look  at  your  statement,  that  leaves  you  about  $44 
a  month  for  everything,  including  food. 

Mr.  Young.  Right. 

Senator  Cohen.  And,  Mrs.  Gott,  I  think  you're  spending  some- 
thing like  $100  a  week  for  your  medications,  aren't  you? 

Mrs.  Gott.  Yes,  well,  not  quite  a  week,  but  with  vitamins  and 
all  that,  yes,  it  would. 

Senator  Cohen.  Now,  Mrs.  Hancock,  will  you  have  to  take  these 
medications  each  month,  or  do  you  have  some  short-term  problems. 

Ms.  Hancock.  No,  I  have  heart  problems,  and  I  also  have  blood 
problems.  My  body  doesn't  make  up  the  blood,  and  I  have  to  take 
all  these  things  to  keep  me  going. 

I  did  work  up  until  last  summer.  I've  been  cooking  up  until  last 
summer  to  pay  ahead  on  the  rent  so  I  wouldn't  get  behind  on  that, 
and  I  decided  last  year  84  was  long  enough.  I  had  to  quit. 

Senator  Cohen.  Well,  it's  remarkable  that  you've  worked  as  long 
as  you  have. 

What's  the  deductible  you  have  to  meet  under  your  insurance 
plan?  How  much  of  a  deductible  is  it?  Do  you  know? 
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Ms.  Hancock.  I'm  on  Blue  Cross/Blue  Shield,  but  I  don't  know 
what  it  is.  I  think  it's  $100.  When  I  go  to  the  hospital,  I  think  it's 
$100. 

Senator  COHEN.  Mrs.  Gott,  you  mentioned  something  about  ge- 
neric drugs.  Now,  as  I  understand  it,  your  oldest  daughter  went 
without  her  medication  for  a  period  of  some  3  months? 

Mrs.  Gott.  Synthroid.  It  was  almost  4. 

Senator  Cohen.  Almost  4. 

Mrs.  Gott.  Because  if  I  had  known,  she  wouldn't  have  been 
without  them. 

Senator  Cohen.  Did  you  then  pay  for  the  medication? 

Mrs.  Gott.  Yes,  we  did.  We  got  a  couple  of  prescriptions,  and 
now  she's  got  them  down  to  about  $5  per  month  so  she  can  afford 
that. 

Senator  Cohen.  Has  she  switched  to  generic  drugs? 
Mrs.  Gott.  Yes. 

Senator  Cohen.  Then  what's  the  result?  Are  they  working  as 
well? 

Mrs.  Gott.  Well,  no,  because  she  can't  afford  to  go  to  the  doctors 
to  have  her  blood  tested  to  find  out. 
Senator  Cohen.  So  she  doesn't  know? 
Mrs.  Gott.  Correct. 

Senator  Cohen.  What  happens  when  she  doesn't  take  the  medi- 
cation? 

Mrs.  Gott.  She  eats  out  of  control,  and  she's  very  nervous.  She 
gets  very  shaky  and  nervous,  and  she  eats  anything.  It  doesn't 
matter  what  it  is. 

She  had  extensive  internal  surgery  back  when  she  was  18,  and 
then  she  had  bone  surgery.  But  she  will  not  tell  me  that  she  can't 
afford  to  take  her  medication  and,  since  she's  not  living  at  home 
now,  it's  hard  to  tell  whether  she's  been  taking  it  or  not. 

Senator  Cohen.  Now,  Mrs.  Hancock,  I  think  you  indicated  you 
were  taking  dyazide? 

Ms.  Hancock.  Right. 

Senator  COHEN.  And  when  you  first  started  taking  it,  it  was  cost- 
ing you  $5  for  100  pills. 
Ms.  Hancock.  Right. 
Senator  Cohen.  It's  now  $50  for  100? 

Ms.  Hancock.  If  I  get  it  at  La  Verdiere's,  it's  $50.  If  I  get  it  at 
Rite  Aid,  it's  anywhere  from  zero  to  $65. 

Senator  Cohen.  It's  still  almost  10  times  higher  than  when  you 
started. 

Ms.  Hancock.  I  get  that  on  the  low-price  drug,  but  somebody  has 
to  pay  it.  The  government  or  somebody  is  paying  that. 
Senator  Cohen.  You  started  out  at  $5? 
Ms.  Hancock.  $5. 

Senator  Cohen.  And  how  long  ago  was  that? 
Ms.  Hancock.  I  should  say  that  it  must  have  been  6  or  8  years 
ago. 

Senator  Cohen.  So  within  6  or  8  years,  it's  gone  from  $5  up  to 
a  minimum  of  $50  or  $65  that  you  pay  for  the  same  drugs? 

Ms.  Hancock.  Every  time  I  go  get  the  ones  I  have  to  buy  over 
the  counter,  they  have  gone  up  anywhere  from  50  cents  to  $1. 
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Senator  Cohen.  Now,  Mr.  Young,  my  understanding  is  you're 
waiting  to  hear  if  you  qualify  for  any  of  the  assistance  programs 
like  Medicaid,  or  the  Low-Cost  Drug  Program,  or  any  of  the  pro- 
grams for  veterans? 

My  understanding  is  also  that  the  Eastern  Agency  on  Aging  gave 
you  assistance  this  month? 

Mr.  Young.  Yes. 

Senator  Cohen.  That's  just  a  one-shot  deal  though,  isn't  it? 
Mr.  Young.  One-shot  deal. 

Senator  Cohen.  And  if  you  don't  qualify  for  these  programs,  then 
how  are  you  going  to  make  it? 

Mr.  Young.  Well,  I'll  just  have  to  either  cut  out  eating,  or  cut 
out  buying  drugs.  And  if  I  do  that,  I'm  going  to  be  back  in  the  hos- 
pital, and  it's  going  to  cost  that  much  more  for  Medicare. 

Senator  Cohen.  Well,  let  me  say  to  the  first  panel  that  the  story 
that  you  have  told,  each  of  you,  really  is  quite  consistent  with  the 
testimony  we  heard  last  year  in  Lewiston,  and  the  testimony  we've 
taken  in  Washington.  Over  and  over,  the  citizens  are  coming  for- 
ward and  saying,  <rWe  simply  can't  pay  it  anymore.  It's  the  same 
drug  that  we  were  using  5  years  ago.  It  has  gone  up  much  higher 
than  the  rate  of  inflation.  It's  the  same  drug,  and  yet  every  time 
we  go  back  it  seems  to  go  up  higher,  not  just  once  a  year  but  some- 
times two  or  three  and  four  times  a  year  and  without  explanation 
from  the  companies  as  to  why  this  is  so." 

I  think  we  have  to  try  to  be  as  openminded  or  fairminded  as  we 
can  and  say,  look,  the  drug  industry  is  very  important,  very  impor- 
tant, and  it  contributes  to  the  extension  of  our  lives. 

One  of  the  arguments  that  is  constantly  advanced  to  me  is  that 
we're  ultimately  saving  a  good  deal  of  money.  If  they  weren't  pro- 
viding the  drugs,  they  otherwise  might  have  to  go  to  the  hospital 
in  which  it  would  be  a  much  more  expensive  procedure.  And  that's 
true. 

But  the  difficulty  with  that  argument  is  that  it  doesn't  matter  if 
they  offer  you  a  low-cost  alternative  to  expensive  hospitalization  if 
you  can't  afford  the  lower  cost  alternative.  It  doesn't  really  help  you 
at  all  under  the  circumstances. 

What  we  have  to  determine  is  why  we  in  this  country  are  paying 
considerably  higher  than  they  do  in  most  other  industrialized  coun- 
tries. Canada,  by  way  of  example,  has  very  strict  price  controls  on 
their  prescription  drugs. 

Most  of  the  European  countries,  Germany,  and  certainly  Britain, 
and  Italy,  all  of  the  Western  industrialized  countries  have  price 
controls  in  their  system.  We  don't  advocate  that,  and  we're  still 
committed  to  the  free-market  system.  But  something  is  wrong.  We 
seem  to  be  in  the  position  of  subsidizing  lower  cost  drugs  for  other 
countries.  Our  costs  are  much  higher.  Theirs  are  much  lower,  be- 
cause they  have  government  intervening  and  holding  down  the 
prices. 

So  in  essence,  what's  taking  place  is  we,  the  U.S.  citizens,  are 
paying  a  much  higher  rate  overall  and  holding  down  prices  in  other 
countries  for  them.  So  we  are  subsidizing  lower  cost  prescription 
drugs  in  other  countries,  and  our  citizens  are  paying  for  it.  It's 
something  that  we  shouldn't  allow  to  continue.  What  we're  trying 
to  do  is  gather  the  testimony  of  people  like  yourself  who  are  strug- 
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gling,  who  are  now  faced  with  the  alternatives:  Do  I  cut  back  on 
food?  If  it  gets  cold  in  the  winter,  do  I  cut  back  on  the  heating  bill, 
or  do  I  stop  taking  medication  altogether?  Do  I  cut  the  medication 
in  half?  These  are  life  and  death  choices  that  are  being  inflicted 
upon  our  most  vulnerable  citizens. 

I  want  to  thank  all  of  you  from  the  first  panel.  We've  two  more 
panels  to  go  this  morning,  and  then  we'll  have  some  general  ques- 
tions and  comments  from  the  audience.  But  I  want  to  thank  each 
of  you  for  coming  here  this  morning  and  for  meeting  with  my  staff, 
Mary  Gerwin  and  Kathy  DeCoster,  who  have  put  this  hearing  to- 
gether and  for  taking  the  time  to  meet  and  talk  with  them  to  tell 
your  stories.  It's  something  that  I  will  be  able  to  stand  on  the  Sen- 
ate floor  and  repeat. 

I  can  at  least  use  your  testimony  to  counter  this  drug  company 
blitz,  to  counter  Clinton  moves,  and  the  $2  million  public  relations 
campaign.  We've  got  some  testimony  from  some  real  people  who 
are  hurting  and  we  need  somebody. 

So  thank  you  very  much. 

We  have  next  Dr.  Donald  Krause,  Ms.  Patricia  Eye,  Mr.  Bernard 
W.  Miller,  better  known  as  Billy,  and  Mr.  Coleman  Smith  on  this 
panel. 

Doctor,  why  don't  you  begin? 

STATEMENT  OF  DONALD  W.  KRAUSE,  M.D.,  BANGOR,  ME 

Dr.  Krause.  Thank  you  very  much  for  asking  me  to  be  here.  I 
really  appreciate  it.  I  support  the  statement  entirely. 

My  name  is  Donald  Krause.  I'm  a  physician  practicing  here  in 
Bangor,  ME,  and  I  have  been  practicing  for  about  17  years.  My 
specialty  is  internal  medicine  and  my  subspecialty  is  rheumatology, 
which  is  the  care  of  arthritis-related  disorders.  As  such,  about  50 
percent  of  my  practice  is  senior  citizens,  and,  therefore,  about  50 
percent  of  my  patients  receive  Medicare. 

Prescription  drug  prices  are  the  single  most  common  complaint 
I  receive  from  my  patients  at  all  ages.  Over  the  past  year  or  two, 
I  have  heard  more  complaints  than  I  have  ever  heard  before  and 
it  is  a  daily  problem.  The  price  of  these  medications  and  the  sac- 
rifices these  patients  must  endure  to  pay  for  them  has  a  dramatic, 
negative  effect  upon  their  life  and  their  well-being. 

Because  senior  citizens  often  take  a  number  of  different  medica- 
tions for  concurrent  problems,  the  cost  of  these  medications  falls 
heaviest  on  them,  and  they  are  the  least  able  to  pay. 

A  number  of  these  senior  citizens  are  unable  to  afford  the  cost 
of  their  medications.  This  results  in  several  negative  events.  One 
is — and  this  has  been  mentioned  here  this  morning  already — that 
the  patient  may  be  so  ashamed  of  this  that  they  cancel  their  ap- 
pointment to  see  their  physician  and  there  is  no  followup.  The  pa- 
tient then  gets  sick  again  with  their  original  problem,  comes  back 
to  the  hospital  and  gets  readmitted.  This  is  a  very  expensive  way 
to  provide  medical  care. 

The  other  negative  effect  on  their  lives  is  that  the  medication 
cost  is  such  a  high  percentage  of  their  total  monthly  income  that 
they  must  forego  adequate  food  and  nutrition.  Even  maybe  more 
serious  is  they  forego  all  social  activities,  which  then  has  a  nega- 
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tive  impact  on  their  quality  of  life  and  makes  them  basically  iso- 
i  lated. 

My  patients  and  I  are  both  aware  that  the  cost  of  these  medica- 
tions has  risen  dramatically  over  the  past  several  years.  It  is  also 
apparent  that  these  costs  follow  certain  patterns.  For  instance, 
they  follow  certain  families. 

There  are  about  15  different  medications  that  are  used  to  treat 
arthritis.  Of  the  newer  medications  the  cost  per  day,  no  matter 
which  medicine  it  is,  to  the  patient  is  very  similar.  For  medications 
that  are  totally  different  made  by  individual  and  independent  com- 
panies, daily  cost  being  so  similar  seems  to  be  unusual  for  a  free- 
market  system. 

My  patients  have  become  very  adept  at  comparative  shopping.  A 
number  of  my  patients  go  to  Canada  to  get  their  medications  or  re- 
ceive them  from  mail-order  pharmacies  in  Canada.  Because  I  deal 
with  arthritis,  a  particular  glaring  example  of  this  is  a  medicine 
called  methotrexate,  which  has  been  used  to  treat  rheumatoid  ar- 
thritis here  for  about  10  years. 

The  medication  has  been  available  for  about  30  years  because  it 
was  first  made  to  treat  various  cancer  problems.  When  it  first  be- 
came used  for  arthritis,  the  cost  to  the  patient  was  about  50  cents 
per  pill.  The  cost  now,  10  years  later,  is  $3.50  per  pill.  This  is  a 
dramatic,  dramatic  increase. 

My  patients  know  that  this  medication  is  much  cheaper  in  Can- 
ada. In  fact,  they  can  get  it  for  about  10  cents  a  pill  in  Canada, 
and  I  think  probably  more  than  half  of  them  receive  it  through  this 
way. 

Because  of  this  and  as  a  sort  of  last-minute  idea,  I  did  an  unsci- 
entific survey  of  a  number  of  medications  which  are  commonly 
taken  by  senior  citizens.  I  compared  them  with  a  mail  order  house 
in  Canada  versus  pharmacies  here  in  Bangor.  The  results  to  me 
were  surprising.  I  expected  every  single  one  would  be  cheaper  in 
Canada  and  that's  not  true. 

Methotrexate  by  far  is  the  most  glaring  example,  but  I  did  a 
number  of  medications,  which  111  just  list  off. 

They  have  aerobid,  a  medicine  used  for  asthma.  In  Canada  a 
monthly  supply,  in  other  words  the  cost  per  month  to  the  patient, 
is  about  $26,  and  in  this  country  it's  about  $40. 

Ceftin,  an  antibiotic,  a  10-day  supply  in  Canada  costs  $100;  in 
this  country  it's  $74. 

Cardizem-CD,  a  commonly  used  heart  medicine,  in  Canada  a 
monthly  supply  costs  $80;  in  this  country  it's  $40.  Naprosyn,  one 
of  the  arthritis  medicines,  in  Canada  is  $70;  in  this  country  it's 
$40. 

Methotrexate  we  talked  about. 

Prilosec,  a  medicine  used  for  patients  with  too  much  stomach 
acid,  in  Canada  a  month's  supply  costs  $75;  in  this  country  it's 
about  $100. 

Vasotec,  a  blood  pressure  medicine,  a  month's  supply  in  Canada 
is  $36;  in  this  country  is  $24. 

The  zantac,  another  medicine  for  stomach  acid  problems,  in  Can- 
ada is  $76;  and  in  this  country  it's  about  $80,  $80  to  $90. 
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So  I  don't  think  it's  a  clear  pattern.  I  think  my  patients'  com- 
parative shopping  is  dramatically  smart.  They  know  where  to  go, 
and  I  think  it's  the  right  thing  to  do. 

Another  problem  that  I  just  wanted  to  mention  at  the  end  of  this 
is — and  I  don't  think  it's  received  too  much  attention — is  the  prob- 
lem of  cost  shifting.  Cost  shifting  has  gone  on  in  medicine  for 
years.  It  is  the  way  that  we  have  always  taken  care  of  people  who 
can't  afford  to  pay  their  medical  bills,  and  there's  nothing  wrong 
with  that. 

But  another  aspect  of  cost  shifting  may  be  a  problem  for  the 
pharmaceutical  houses. 

A  number  of  patients,  including  senior  citizens,  receive  their  pre- 
scription medicines  through  their  insurance.  The  insurance  com- 
pany then  contracts  with  the  various  pharmaceutical  houses  to 
supply  medication  on  a  bid  price.  This  is  fine,  but  under  that  mech- 
anism the  profit  to  the  pharmaceutical  industry  is  very  low  because 
they  are  bidding  with  their  competitors  for  medication. 

One  of  my  concerns  is  that  the  pharmaceutical  houses  are  there- 
fore taking  the  profit  part  of  that  and  shifting  it  over  to  the  pa- 
tients who  have  to  pay  cash  for  their  medications.  This  medication 
cost  goes  up. 

I  think  a  smaller  segment  of  our  population  is  supporting  the 
profit  part  of  the  industry.  That  segment  of  the  population  of  these 
people  have  to  pay  out  of  their  own  pocket  for  their  medications, 
be  they  working  people  or  senior  citizens.  That  problem  worries  me 
a  great  deal,  because  as  we've  heard  here  this  morning,  people  who 
are  paying  cash  are  really  getting  hurt  badly. 

Senator  Cohen.  Would  you  prefer  that  I  ask  you  some  questions 
so  that  you  can  leave,  or  would  you  like  to  stay? 

Dr.  Krause.  If  I  could,  I  would  like  to  have  the  questions  now 
instead  of  having  them  after. 

Senator  Cohen.  Oh,  all  right.  All  right.  We  don't  want  to  hold 
the  doctor  here. 

Let  me  ask  you.  Since  doctors  are  now  being  required  to  play  an 
ever  more  important  role  in  this  whole  health  care  cost  contain- 
ment field,  does  the  cost  of  prescription  drugs  and  the  patient's 
ability  to  pay  for  the  drug  influence  your  decision  in  how  you  pre- 
scribe medication? 

For  example,  I've  heard  that  doctors  would  provide  a  lower  cost, 
generally  effective  drug  for  patients  who  can  only  afford  so  much, 
but  they  might  prescribe  a  higher  cost  and  more  effective  drug  for 
those  who  have  either  insurance  or  can  pay  for  it.  Do  you  find  that 
there  is  a  kind  of  a  dual  system?  If  you've  got  money,  you  can  pay 
for  a  better  or  a  higher  price  drug.  If  you  don't,  you  get  a  lower 
cost,  less  effective  treatment. 

Dr.  Krause.  That's  very  true.  That's  very  true.  That  happens  to 
many  medications  we  use. 

For  instance,  if  a  patient  has  an  infection  and  they  want  to  pre- 
scribe an  antibiotic,  I'll  tell  the  patient  basically  what  I  know  the 
medicine  is  going  to  cost.  Some  of  the  newer  antibiotics  are  very 
expensive.  TheyVe  very  good.  They're  very  effective,  but  they're 
very,  very  expensive.  The  patient  will  tell  me,  doctor,  I  can't  afford 
that.  And  so  we'll  use  one  of  the  older  perhaps  less  effective  medi- 
cations to  hope  to  do  the  same  thing. 
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Sometimes  we're  lucky  and  sometimes  we're  not.  Sometimes 
there  are  more  side  effects  with  the  older  medication,  but  you  have 
to  do  the  best  you  can  with  what  you've  got. 

Senator  Cohen.  Now,  do  you  refer  patients  to  indigent  drug  pro- 
grams that  might  be  offered  by  the  State?  Do  you  try  to  make  that 
type  of  evaluation? 

Dr.  Krause.  Yes.  There  are  indigent  drug  programs  available  for 
the  patients,  and  I  tell  them  to  contact  the  Agency  on  Aging,  for 
instance,  or  the  State  House. 

Senator  Cohen.  Do  you  know  how  long  it  takes  for  them  to  qual- 
ify for  the  programs? 

Dr.  Krause.  Generally  less  than  a  month.  I  think  they're  pretty 
responsive. 

The  problem  is  that  the  income  level  is  so  low  that  most  senior 
citizens  don't  qualify.  Even  though  their  incomes  are  basically  low, 
and  they're  spending  a  huge  percentage  of  their  monthly  income  for 
their  medications,  they  still  don't  qualify  for  the  support  programs. 
So  they  are  left,  like  these  patients  were  this  morning,  paying  out 
of  their  own  pocket. 

Senator  Cohen.  Do  many  of  your  patients  have  Medigap  policies 
that  cover  prescription  drugs? 

Dr.  Krause.  I'd  say  of  the  senior  citizens  a  small  percentage 
have  insurance  programs  that  cover  the  cost  of  their  prescription 
drugs,  probably  10  or  5  percent.  I  think  in  the  working  population, 
that's  a  far  higher  percentage,  but  in  the  senior  citizens  it's  a  lower 
percentage. 

Senator  Cohen.  Do  you  find  that  your  patients  are  quite  willing 
to  discuss  their  financial  condition  with  you  in  terms  of  seeking 
your  advice  on  what  they  should  do? 

Dr.  Krause.  I  try  to  be  very  open  with  them,  yes.  That,  and  I 
find  them  very  willing,  very  willing  to  talk  and  very  open. 

Senator  Cohen.  Now,  our  Aging  Committee  investigation  found 
that  the  pharmaceutical  companies  spend  about  $1  billion  more 
each  year  on  advertising  and  marketing  than  they  do  on  research 
and  developing  new  drugs.  In  fact,  during  our  investigation  I  have 
been  rather  amazed  at  the  heavy  amount  of  marketing  devices  that 
the  companies  now  heap  on  physicians  in  order  to  get  them  to  pre- 
scribe to  their  particular  product. 

I  want  to  share  with  you  a  letter  I  received  from  a  nurse  in 
Maine  regarding  these  promotional  items.  She  doesn't  want  her 
name  to  be  used  so  I  won't  use  it.  But  she's  very  concerned  about 
the  extent  of  these  promotional  activities.  I'm  just  going  to  read  a 
portion  of  her  letter. 

She  said, 

I  am  appalled  by  the  public  relations  campaign  which  the  drug  companies  embark 
upon.  I  work  closely  with  a  nearby  health  center.  Every  day  drug  salesmen  come 
to  this  health  center  leaving  clocks,  calculators,  books,  posters,  pens,  memo  pads, 
candy,  season  ski-lift  tickets,  and  on  one  occasion,  front-row  tickets  to  a  show  by 
a  nationally  known  performer  who  was  giving  a  show  locally. 

Two  or  three  days  a  week  the  drug  salesman  will  provide  a  free  lunch  for  all  nine 
employees,  and  in  return  for  the  amenities,  the  doctors  will  prescribe  the  drugs 
being  advertised. 

She  goes  on  to  say  that  doctors  overlook  drugs  that  have  been 
on  the  market  for  years  for  the  new  ones  being  pushed  by  the  drug 
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salesmen.  The  consumer  pays  dearly  for  all  the  advertising  in  the 
form  of  prescription  prices. 

In  your  experience,  have  you  heard  from  your  colleagues?  Are 
these  typical  practices  of  drug  company  representatives? 

Dr.  Krause.  We  receive  a  tremendous  amount  of  promotional  at- 
tempts through  all  the  companies  all  the  time  every  day.  What  she 
writes  in  her  letter  is  true. 

Interestingly  when  I  was  in  medical  school — which  was  seem- 
ingly too  long  ago;  it  was  back  in  the  1960's — I  learned  that  the  av- 
erage cost  per  physician  for  advertising  was  $3,000  and  that  was 
in  the  1960's.  I'm  sure  it's  much  higher  now. 

Senator  Cohen.  Do  these  influence  your  decision? 

Dr.  Krause.  Well,  some  are  good  and  some  aren't.  A  lot  of  the 
information  they  give  us  is  helpful  educational  material.  They'll 
give  us  journal  articles,  for  instance,  that  point  out  whether  their 
medication  compares  better  with  another  medication.  I  think  that 
part  of  it  is  fine. 

The  part  of  it  where  it  seems  to  be  not  inefficient  but  not  rel- 
evant to  the  patient's  care,  is  a  concern  to  me  very  much.  I  don't 
have  any  problem  with  an  industry  advertising. 

I  think  that's  fine,  but  I  think  you  can  carry  a  good  thing  too  far. 
I  think  you  have  to  be  concerned  with  how  much  that  particular 
procedure  is  costing  the  patient  who  is  paying  for  their  medication. 
That's  really  where  the  emphasis  ought  to  be  placed. 

Senator  Cohen.  Well,  physicians,  obviously,  are  very  busy  indi- 
viduals. You  cannot  possibly  keep  up  on  the  tremendous  volume  of 
literature  that  comes  into  your  office.  You  can't  possibly  keep  up 
on  all  the  breakthroughs  that  the  pharmaceutical  industry  has 
achieved. 

I  would  assume  that  you,  like  we  as  legislators,  depend  upon  lob- 
byists. Lobbyists  are  hired  to  present  their  company  or  interest 
case  to  us,  and  we  listen  to  what  they  have  to  say  and  then  try 
to  make  an  evaluation.  I  assume  that  physicians  are  in  that  posi- 
tion where  you  want  to  listen  to  what  the  respective  manufacturers 
are  saying,  and  what  their  product  has  to  offer. 

I  would  tend  to  agree  with  you  that  that's  a  very  important  serv- 
ice that  they  provide  when  they  send  you  information  and  tell  you 
that  "X"  drug  will  perform  the  following,  and  compares  with  "Y' 
and  "Z"  drugs  over  here. 

But  what  I  am  concerned  about  is  the  show  tickets,  and  the  trips 
to  various  Mexican  beaches,  or  whatever  it  is  that  might  influence 
a  physician's  judgment  in  terms  of  what  they  prescribe. 

It's  a  very  competitive  business.  What's  happening  is  the  com- 
petition is  getting  ratcheted  up  to  the  point  where  companies  are 
spending  so  many  millions,  indeed  billions,  of  dollars  on  the  adver- 
tising and  marketing  techniques  as  opposed  to  the  research  and  de- 
velopment. 

Then  they  cite  their  research  and  development  costs  as  the  rea- 
son why  they've  got  to  continue  to  use  ever  higher  prices.  The  fact 
is,  theyVe  spending  a  good  chunk  of  that  money  just  to  advertise 
the  product  rather  than  research  for  new  drugs. 

Dr.  Krause.  That's  entirely  true. 

Senator  Cohen.  You  mentioned  in  your  outline  that  there  are  a 
number  of  reasons  why  the  medication  costs  are  high. 
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What  do  you  think  the  main  reasons  are? 

Dr.  Krause.  I  think  the  ideas  you  mentioned  are  correct.  Cer- 
tainly the  pharmaceutical  industry  is  one  of  the  highest  profit  seg- 
ments. It  has  always  bothered  me  that  it  seems  incorrect  that  a 
person  should  make  a  profit,  a  high  profit,  off  of  sick  people.  It  just 
doesn't  seem  like  this  is  the  way  things  ought  to  be. 

I  think  advertising  is  a  tremendous  percentage  of  the  cost.  I 
think  there  is  also  a  tremendous  overhead  that  has  to  do  with  li- 
ability. It's  just  the  cost  of  doing  business  in  this  country.  So  I 
think  there  are  a  lot  of  different  reasons  why. 

Senator  Cohen.  Have  you  seen  instances  where  the  same  drug 
has  been  on  the  market  for  years,  but  it's  gone  dramatically  up  in 
price  year  after  year? 

Dr.  Krause.  Oh,  yes.  Methotrexate  being  the  classic,  almost  dra- 
matic example,  a  number  of  antibiotics,  a  number  of  blood  pressure 
medicines,  a  number  of  heart  medicines.  Their  increase  per  year  is 
dramatic. 

Senator  Cohen.  Does  this  tend  to  happen  when  the  potential  ex- 
ists for  a  generic  drug  to  be  coming  on  the  market? 

In  other  words,  when  they  see  that  the  patent  is  running  out  and 
that  a  generic  has  been  made  available,  is  there  a  corresponding 
increase  in  price  on  the  brand  name  drug? 

Dr.  Krause.  That's  interesting — I've  never  thought  of  it.  That's 
an  interesting  question. 

Senator  Cohen.  That's  something  that  I  am  trying  to  determine, 
whether  or  not  there  is  a  correlation  between  that,  because  it 
seems  to  me  extraordinary  the  way  the  same  drug  will  go  up  in 
price  year  after  year  with  no  increased  benefits  that  one  can  deter- 
mine. 

Dr.  KRAUSE.  I've  seen  that  for  arthritis  medicines.  The  increase 
per  year  was  dramatic,  and  it's  year  after  year  after  year.  I've  al- 
ways wondered  why  that's  so  when  the  medicine  has  been  on  the 
market,  and  it  shouldn't  be  increasing  in  price  that  much.  I  don't 
ever  understand  why  that  happened.  But  it  is  a  dramatic  problem 
for  the  patients.  They  keep  complaining  over  and  over,  and  sooner 
or  later  they  can't  afford  it. 

Senator  Cohen.  You  mentioned — for  the  benefit  of  those  who 
perhaps  couldn't  quite  hear  the  doctor — cost  shifting,  which  simply 
is  another  term  that  is  used  for  taking  the  cost  of  a  particular 
product  and  shifting  it  from  one  group  to  another  group. 

In  the  case  of  drugs,  for  example,  we  are  finding  that  if  you  have 
Medicaid,  which  might  cover  it,  that  it's  being  subsidized  by  the 
Federal  Government  and  the  State  government.  But  people  who 
don't  have  any  insurance  are  picking  up  the  higher  cost  of  that,  so 
we're  shifting  the  cost  from  those  who  are  not  paying  themselves 
for  drugs  to  those  who  have  to  pay. 

You  can  only  shift  so  much  cost.  There  are  companies,  for  exam- 
ple, that  provide  health  insurance,  and  are  finding  that  the  cost  of 
their  premiums  are  going  so  high  they  can't  afford  to  carry  the 
health  insurance,  so  they're  canceling  their  programs.  So  more  and 
more  people  are  becoming  uninsured  because  of  the  cost  shifting 
that's  taking  place. 
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They're  shifting  the  cost  of  drugs  onto  the  backs  of  those  who  are 
working  and  paying  for  them  to  the  point  where  they  can't  bear  the 
cost  anymore.  We're  reaching  that  point  very  rapidly  in  medication. 

Dr.  Krause,  thank  you  very  much  for  taking  the  time  to  meet 
with  the  staff,  and  also  to  present  your  testimony.  It  will  be  very 
important. 

Dr.  Krause.  Thank  you  for  asking  me.  I  appreciate  it. 
Senator  Cohen.  OK.  You  may  return  to  your  office. 
Ms.  Patricia  Eye,  perhaps  you  could  be  next  and  provide  us  with 
your  testimony. 

STATEMENT  OF  PATRICIA  EYE,  R.N.,  BANGOR,  ME 

Ms.  Eye.  Thank  you  very  much,  Senator,  for  asking  me  to  be 
here  today. 

Fm  delighted  to  be  here  to  speak  on  behalf  of  the  particular  seg- 
ment of  the  patient  population  that  I  serve.  Much  of  what  I  have 
to  say  today  will  simply  corroborate  what  you've  already  said  in 
your  statement. 

I'm  a  nurse,  and  I  work  in  a  home  health  hospice  agency.  I'm 
acutely  aware  of  the  detrimental  effects  of  the  high  cost  of  prescrio- 
tion  drugs  for  the  elderly. 

My  work  is  with  the  terminally  ill,  and  a  large  part  of  that  wurK 
has  to  do  with  effective  management  of  pain  and  other  symptoms 
using  appropriate  medications. 

Among  the  distressing  stories  that  I  hear  from  patients  and  fami- 
lies and  some  other  nurses,  particularly  home  health  nurses,  the 
following  scenarios  are  typical:  A  patient  with  a  small  Social  Secu- 
rity check  and  no  other  income  tells  her  nurse  that  she  will  have 
to  make  a  serious  choice  between  eating  and  taking  her  medica- 
tions. I  think  we've  heard  that  story  several  times. 

A  gentleman  who  is  newly  discharged  from  the  hospital  told  his 
home  health  nurse  that  he  would  not  take  the  medication  because 
he  doesn't  have  the  money.  His  nurse  knows  that  the  consequence 
will  most  likely  be  his  returning  to  the  hospital.  She  speaks  to  the 
director  of  the  agency  to  split  the  cost  of  the  medication  in  order 
to  keep  him  home  until  other  resources  can  be  found. 

There  is  the  story  of  a  home  health  client  who  has  been  hospital- 
ized, and  now  is  being  discharged  home.  The  family  member  com- 
plains to  the  visiting  nurse  about  paying  $200  for  medication  pre- 
viously prescribed,  and  wonders  why  nobody  bothered  to  find  out 
what  the  patient  had  on  hand  at  home. 

A  patient  at  home  develops  an  infection  and  is  prescribed  the  ap- 
propriate antibiotic  for  the  appropriate  length  of  time.  The  anti- 
biotic is  very  expensive.  After  2  days,  he  develops  symptoms  relat- 
ed to  an  adverse  reaction  of  the  antibiotic  and  must  try  another  an- 
tibiotic equally  expensive. 

A  nurse  friend  shares  the  story  of  her  frail  elderly  parents  who 
live  on  the  coast.  Her  mother  has  Parkinson's  disease  and  until  re- 
cently had  been  essentially  bed-bound.  Her  new  medication  was 
working  wonders,  and  she  was  able  to  be  up  and  about.  Soon,  how- 
ever, when  her  daughter  called  back  to  check,  she  was  back  in  bed. 
Her  explanation  to  her  daughter  was  that  she  could  not  afford  the 
medicine.  What  did  it  matter?  She  would  die  soon  anyway. 
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An  elderly  lady  lives  independently  alone  at  home.  She  receives 
Social  Security  in  the  amount  of  $500  a  month,  and  her  medica- 
tions average  $300  a  month.  She  must  use  her  savings  to  meet  ex- 
penses. Because  she  does  have  savings,  she  does  not  qualify  for  the 
Low-Cost  Drug  Assistance  Program  for  the  elderly. 

Perhaps  most  touching  of  all  for  me  is  the  story  of  the  terminally 
ill  patient  at  home  whose  chief  problem  is  pain.  When  his  pain  is 
not  relieved,  the  nurse  discovered  that  he  has  not  been  taking  his 
medication  as  prescribed  on  a  regular  basis.  He  says  he  fears  he 
will  become  addicted  and  so  he  only  takes  it  when  he  really  needs 
it. 

Upon  further  questioning,  the  nurse  discovers  that  he  considers 
the  medicine  very  expensive  and  that  paying  for  it  along  with  ev- 
erything else  is  costing  him  more  than  money.  He  is  in  emotional 
distress  wondering  what  will  happen  to  his  family  when  he  is  gone 
and  the  financial  resources  have  been  depleted. 

Recently,  I  had  a  patient  at  home  who  was  on  a  very  expensive 
pain  medication,  and  we  were  trying  to  get  the  indigent  drug  pro- 
gram for  her.  This  does  not  take  very  long.  It  is  a  rather  simple 
procedure.  But  she  couldn't  wait,  and  she  could  not  afford  her 
medication  and  could  not  find  resources.  The  result  of  that  was 
that  she  ended  up  in  the  hospital,  thereby  using  other  resources 
and  costing  all  of  us  more  money. 

The  visiting  nurse  tells  a  story  that  shows  how  increased  drug 
cost  can  potentially  increase  the  cost  of  resources.  A  home  patient 
needs  daily  injections  of  a  drug  to  control  osteoporosis  and  its  ac- 
companying pain.  The  nurse  is  to  visit  monthly,  assess  the  patient 
and  fill  the  syringes  for  1  month's  time.  Because  the  medication  is 
very  expensive,  the  family  can  buy  it  in  only  small  increments.  The 
nurse  responds  by  making  her  visits  more  frequently  to  fill  the  sy- 
ringes. 

When  I  worked  in  a  hospital  setting,  it  was  not  unusual  to  see 
patients  with  chronic  diseases  return  frequently  to  the  hospital.  It 
was  also  not  unusual  to  hear  them  labeled  noncompliant.  The  truth 
being,  as  Dr.  Krause  had  pointed  out,  that  many  could  not  afford 
the  medications  prescribed.  High  costs  for  prescription  drugs  for 
those  who  cannot  afford  to  pay  are  the  indirect  result  of  increasing 
health  care  costs  in  general. 

I  now  work  in  a  Medicare-certified  hospice  program.  Since  the 
hospice  pays  for  those  medications  related  to  the  terminal  illness, 
I  have  become  very  aware  of  the  cost  of  these  drugs.  In  some  cases 
where  pain  is  the  problem,  it  is  not  uncommon  to  expect  that  at 
least  one-third  of  the  money  for  routine  care,  which  is  reimbursed 
by  Medicare,  will  be  used  for  the  prescription  drugs. 

While  what  I  have  had  to  say  is  largely  anecdotal,  these  are  real 
problems  happening  to  real  people  and  what  we  encounter  as 
health  care  providers. 

I  believe  that  there  are  some  solutions.  There  are  some  small 
ways  that  I  think  that  we  can  attend  to  this.  I  think  that  hospital 
discharge  planners  need  to  be  aware  of  what  the  cost  of  prescrip- 
tion drugs  may  be  to  folks,  and  get  them  tapped  into  resources,  the 
Eastern  Area  Agency  on  Aging,  low-cost  programs,  and  other  re- 
sources that  they  might  tap  into. 
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As  nurses,  we  need  to  be  responsible  to  ask  patients  what  they 
already  have  on  hand,  so  that  can  be  passed  on  so  that  families 
don't  go  out  and  get  more  prescriptions  when  they're  already  avail- 
able at  home. 

If  a  new  medication  is  prescribed,  I  think  that  the  amount  of 
pills  dispensed  should  be  small  so  that  it  can  be  determined  if  the 
patient  will  tolerate  the  drug.  We  have  a  lot  of  cooperation  from 
our  pharmacies  with  that.  They  will  give  us  just  a  small  amount 
to  try  out  to  see  if  it's  going  to  work. 

Discharge  planners  or  home  health  nurses  should  make  them- 
selves aware  of  the  pharmaceutical  companies  who  offer  free  pre- 
scription drugs  to  patients  who  qualify. 

I  would  like  to  say  something  further  about  that,  too.  It  seems 
to  me  that  that  list  of  companies  who  have  indigent  drug  programs 
is  very  large.  I  have  a  personal  thought  about  that.  If  that  money 
could  be  passed  on  to  the  consumer,  we  might  not  need  indigent 
drug  programs.  They  are  helpful.  As  we  sit  now,  they  are  very 
helpful. 

Patients  need  to  speak  up  and  ask  about  costs.  I  think  not  all 
physicians  are  like  Dr.  Krause,  so  the  consumer  needs  to  speak  up. 
In  trying  medication  for  the  first  time,  they  should  not  be  afraid 
to  ask  their  physician  for  samples  so  that  their  response  to  the  new 
drug  can  be  determined  before  they  expend  a  large  amount  of 
money.  Physicians  and  nurses  need  to  become  more  aware  of  the 
cost  of  medications. 

In  conclusion,  we  do  need  to  have  research  continue.  Without  re- 
search, we  would  not  be  able  to  provide  the  miracles  that  some  of 
these  drugs  make  possible,  particularly  in  my  own  field  of  pain 
management,  symptom  management.  Research  is  costly,  but  there 
needs  to  be  some  limit-setting  in  passing  that  cost  on  to  the  very 
ill  consumer,  as  we  have  already  said. 

Thank  you. 

Senator  Cohen.  Thank  you  very  much,  Ms.  Eye. 

Now,  I'm  going  to  go  on  to  the  two  pharmacists,  the  people  who 
are  on  the  front  lines  here  charging  for  those  medications.  Then  I'll 
come  back  and  ask  you  some  questions. 

Mr.  Miller. 

Mr.  Miller.  I  have  a  problem.  When  your  office  spoke  to  me, 
they  didn't  give  me  the  exact  agenda.  They  said  to  speak  on  any- 
thing you  like,  so  I  chose  a  topic.  I  didn't  get  the  letters,  but  I  feel 
that  my  testimony  is  inappropriate.  I'd  like  to  give  both;  this  one, 
and  the  one  I  gave  you  in  April  last  year,  which  I  can  read  quickly. 

Senator  Cohen.  You  can  say  whatever  you  like. 

Mr.  Miller.  Thank  you. 

Senator  Cohen.  Let  me  say  before  Mr.  Miller  testifies,  he  at- 
tended the  hearing  that  was  held  in  Lewiston,  and  he  provided 
some  very  important,  some  very  provocative  testimony  at  the  time, 
and  at  a  considerable  risk,  I  might  add,  to  his  position  as  a  phar- 
macist of  some  reknown.  It  was  very  helpful  to  me,  and  I  look  for- 
ward to  hearing  whatever  you  have  to  say  Mr.  Miller—Billy,  I  must 
call  you. 

Mr.  Miller.  We're  both  Billys. 

Senator  Cohen.  We're  both  Billys. 
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Mr.  Miller.  It's  not  that  long,  so  I  think  I  will  read  the  written 
one  from  last  April;  it  was  April  10. 
Senator  Cohen.  All  right. 

STATEMENT  OF  BERNARD  W.  MILLER,  PHARMACIST,  BANGOR, 

ME 

Mr.  Miller.  And  it  was  given  in  Lewiston. 

Senior  citizens  account  for  the  largest  percentage  of  the  prescrip- 
tions filled  in  the  pharmacies  today.  I  have  witnessed  the  increase 
in  the  average  prescription  price  over  the  past  35  years  and  am  of 
the  opinion  that  in  many  cases  the  increases  have  been  unreason- 
able and  unaccountable. 

Senior  citizens  live  on  fixed  incomes,  and  their  incomes  cannot 
keep  up  with  the  high  cost  of  health  care  in  general.  Granted,  peo- 
ple are  living  longer  and  enjoying  a  better  quality  of  life  because 
of  modern  pharmacy.  However,  this  does  not  give  the  manufactur- 
ers open  season  on  the  pricing  of  these  medications. 

Many  senior  citizens  actually  don't  have  enough  money  for  the 
proper  groceries  each  month.  Medication  that  is  out  of  patent 
should  be  priced  lower,  and  newer  medications  need  to  be  priced 
with  more  sensitivity  to  the  senior  citizen  and,  in  fact,  to  all  citi- 
zens' incomes. 

One  solution  to  the  high  price  of  prescription  medicine  is  to 
eliminate  multitiered  pricing,  that  is  selling  to  hospitals  and  the 
military  at  a  lower  price  than  to  the  retail  pharmacy  and  evening- 
out  by  charging  a  higher  price  to  the  retail  pharmacy. 

Another  way  to  control  the  high  cost  of  prescriptions  is  through 
a  closer  relationship  among  the  patient,  physician,  and  pharmacist. 
Doctors  must  be  sensitive  to  prescriptions'  prices,  and  when  they 
prescribe,  they  should  realize  the  cost  of  the  medication  and  the 
possible  alternatives. 

Is  there  a  less  expensive  medication  that  will  have  the  same  re- 
sults? Should  you  write  a  small  prescription  in  order  to  make  sure 
that  the  patient  is  not  allergic,  or  that  maybe  the  medicine  will  be 
ineffective  and  a  new  medication  prescribed.  Try  a  week's  supply 
if  possible.  There  are  a  number  of  ways  the  physician  can  lower  the 
cost  of  the  prescription  if  he  will  consult  with  a  pharmacist. 

The  physician  is  being  encouraged  to  write  for  larger  quantities, 
such  as  90-day  amounts.  This  is  especially  encouraged  for  mainte- 
nance medications  and  by  mail-order  pharmacies.  As  a  result,  the 
waste  is  astronomical,  and  much  medication  is  thrown  out  because 
of  reasons  cited  in  my  previous  paragraph. 

Since  our  Government,  through  Medicare,  Medicaid,  and  other 
health  plans,  is  actually  paying  the  bill  for  so  many  of  our  senior 
citizens,  I  feel  the  Government  needs  to  look  at  the  manufacturer 
and  his  pricing  structure.  The  pharmacy  is  told  what  to  charge  for 
a  prescription.  Why  not  look  at  the  manufacturer's  pricing  struc- 
ture? In  other  words,  when  we  bill  a  third  party,  we  are  exactly 
told  what  they  will  pay. 

There  is  no  question  to  the  statement  that  today's  prescription 
is  a  bargain.  However,  when  the  prescription  price  takes  food  off 
the  table — and  very  often  the  price  could  be  over  $100  for  an  anti- 
biotic or  ulcer  medication,  or  $40  for  a  nitroglycerin  patch,  or  $60 
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for  high  blood  pressure  medicine — we  need  alternatives  to  these 
high  prices. 

Just  recently — and  I  wrote  this  a  year  ago,  so  it's  still  recently — 
a  new  drug  was  released.  Even  though  it  is  not  used  by  the  senior 
citizen  population  in  general,  in  a  large  way  it  is  a  good  example 
of  today's  pricing  method.  This  new  drug  is  known  in  generic  terms 
as  the  nicotine  patch.  It  is  manufactured  by  four  companies,  and 
they  all  charge  approximately  the  same  price,  approximately  $115 
a  month. 

When  discussing  the  high  price  of  these  patches  with  all  the 
manufacturers'  representatives,  I  kind  of  set  them  up  a  little  bit. 
I  commonly  got  the  answer  that  cigarettes  were  expensive,  so  if  you 
think  about  the  price  of  the  patch  and  the  price  that  you  are  pay- 
ing for  a  pack  of  cigarettes,  then  the  patches  are  a  bargain. 

Another  way  to  reduce  the  cost  to  the  patient  or  the  senior  citi- 
zen is  to  prescribe  some  of  the  oldie  but  goodie  medications.  New 
is  not  always  better.  The  old  out-of-patent  medication  is  in  many 
cases  safer,  less  expensive,  and  readily  available. 

Senior  citizens  like  to  eat,  but  they  need  their  medication.  Let's 
face  it,  many  senior  citizens  have  little  money  left  after  they  have 
paid  for  their  monthly  bills.  If  health  care  were  at  a  level  that 
would  fit  into  the  senior  citizens'  income,  these  same  clients  would 
be  able  to  enjoy  more  of  the  luxury  of  growing  old. 

That's  from  a  year  ago.  This  testimony  is  even  shorter,  and  I'll 
read  it  even  quicker.  I  entitled  it  "Community  Pharmacy — The  En- 
dangered Species." 

Senator  Cohen,  other  speakers  and  interested  audience,  I,  a  reg- 
istered pharmacist  in  the  State  of  Maine,  and  many  other  owners 
of  independently  owned  pharmacies  are  in  the  position  of  becoming 
extinct. 

When  I  joined  my  family  in  forming  the  pharmacy  known  as  Mil- 
ler Drug  in  1957,  there  were  approximately  five  independent  phar- 
macies in  the  Bangor-Brewer  area.  Today  there  are  only  four  of  us, 
and  11  chain  stores.  Take  away  the  independent  pharmacy  and  you 
eliminate  many  of  the  services  that  the  citizens  of  Maine  are  enti- 
tled to:  Free  delivery,  24-hour  emergency  prescription  service,  open 
365  days  of  the  year,  charge  accounts,  willingness  to  compound  pre- 
scriptions that  are  not  commonly  made,  and  stocking  the  unusual 
medication,  and  the  list  goes  on.  In  fact,  I  have  16  on  my  list. 

It  is  evident  by  the  decreasing  number  of  independently  owned 
pharmacies  that  the  consumer  will  soon  lose  all  of  the  above  serv- 
ices, and  like  the  corner  grocery  store,  the  gasoline  station,  the  fish 
market,  yes,  and  maybe  even  the  local  bakery,  many  services  that 
are — many  businesses  that  are  service  orientated  will  fade  into  the 
sunset. 

Senator  Cohen.  You've  got  to  save  the  local  bakery.  [Laughter.] 
Mr.  Miller.  Fortunately,  I— I  should  say  we— have  weathered 
the  storm,  and  we  plan  to  continue  to  do  so  in  the  future.  However, 
our  newest  obstacle  comes  from  the  providers  of  third-party  pre- 
scription plans  that  are  becoming  the  largest  providers  of  prescrip- 
tion plans  and  most  noticeable  is  the  newest  one  that  is  the  result 
of  the  1993  Federal  Employee  Health  Benefit  Program  known  as 
FEHBP. 
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This  program  solicited  chain  pharmacies  all  over  the  United 
States  and  actually  selected  all  chains  to  participate.  If  there  is  a 
situation  where  there  is  no  chain,  and  not  always,  then  they  may 
give  an  independent  pharmacy  an  opportunity  to  participate.  We 
have  a  large  number  of  patrons  who  are  very  unhappy  with  this 
unfair  tactic,  and  they  are  complaining  in  large  numbers  to  deaf 
ears. 

Examples  of  the  hardships  created  by  this  unfair  program  are 
numerous.  Some  are  as  follows:  The  patient  has  lost  their  freedom 
of  choice.  The  nursing  home  patron  is  unable  to  receive  his/her  ben- 
efits because  we  serve  many  nursing  homes,  and  they're  not  recog- 
nized in  this  program.  The  patient  can  no  longer  get  free  delivery 
of  their  health  needs,  and  also  the  inability  to  fill  all  prescriptions. 
Many  of  the  prescriptions  that  are  written  are  not  being  filled  by 
these  third-party  providers. 

I  have  complained  to  your  office,  to  Olympia  Snowe's  office,  PCS, 
and  my  patrons  are  doing  the  same.  They  are  sending  you  letters; 
they  are  making  phone  calls.  We  are  disappointed  that  there  have 
been  no  results. 

Many  insurance  companies  are  doing  the  same  thing,  join  the 
bandwagon.  My  patrons  are  being  deprived  of  their  freedom  of 
choice,  again,  with  them. 

I  suppose  I  could  go  quietly,  but  I,  my  family  and  colleagues 
refuse  to  do  so. 

Enclosed  you  will  find  some  interesting  articles  and  a  note  from 
a  patron.  Thanks  for  this  opportunity  to  bring  this  matter  to  the 
general  public. 

Unfortunately,  I  am  sorry  to  report  to  you  that  since  I  testified 
last  summer  on  the  pricing  of  medications  there  is  no  change.  Most 
pharmaceutical  companies  are  still  issuing  price  increases  that  are 
quite  substantial.  What  seems  ridiculous  is  large  increases  on 
medications  that  are  out  of  patent,  and  they  have  made  their 
money  on  these  products  many  years  ago.  If  you  like,  I  can  give  you 
many  examples  of  the  same. 

Again,  I  thank  you  for  the  opportunity  to  appear  today,  and  I 
hope  that  as  a  result  of  your  efforts  you  can  help  maintain  quality 
prescription  service  with  the  needed  services  and  at  fair  prices. 

Senator  COHEN.  Thank  you  very  much,  Billy.  I  would  like  to 
point  out  for  the  benefit  of  the  audience  here  that  most  people  who 
go  into  a  pharmacy  take  a  look  into  the  eye  of  the  pharmacist,  and 
they  blame  him  or  her  for  the  high  cost  of  the  prescription.  It's  the 
wrong  person. 

The  studies  show  that  during  the  time  period  from  1980  to  1992 
drug  manufacturers'  profits  have  increased  from  8  to  14  percent. 
The  community  pharmacists'  profits  have  remained  the  same  or  de- 
clined from  3  percent  to  2  percent.  So  while  the  drug  prices  have 
gone  up,  the  pharmacists'  profits  are  going  down. 

It  also  found  that  about  50  cents,  or  about  2  percent,  of  the  aver- 
age prescription  price,  let's  say  $26.04,  goes  to  the  pharmacy  prof- 
its. About  $2.31,  or  9  percent,  goes  to  the  manufacturer.  So  you  can 
see  when  you  go  to  the  pharmacy,  don't  blame  the  pharmacist. 
Now,  he  or  she  is  not  the  one  that  is  making  the  money.  It's  being 
made  at  the  other  end  of  the  manufacturers'  level.  But  these  folks, 
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like  Mr.  Miller  and  Mr.  Smith,  are  the  ones  who  are  taking  the 
grief  for  it. 

I'm  going  to  come  back  to  that  in  a  moment  and  ask  all  three 
of  you  some  questions,  but  Mr.  Smith  why  don't  you  present  your 
testimony? 

Mr.  Smith.  Thank  you  very  much. 

Senator  Cohen.  I'll  give  you  equal  time,  and  you  can  present 
both  versions,  or  three  versions  if  you  like. 

STATEMENT  OF  COLMAN  SMITH,  PHARMACIST,  SEARSPORT, 

ME 

Mr.  Smith.  Most  of  what  I  have  to  say  has  already  been  covered, 
but  there  are  a  few  points  I'd  like  to  touch  on. 

The  poor  compliance  has  already  been  mentioned.  The  mailing  to 
Canada  for  the  drugs. 

I  find  that  there  are  many  patients  that  are  reluctant  to  discuss 
prescription  prices  with  their  physicians. 

You  also  mentioned  that  brand  name  drugs  going  up  just  before 
they  go  off  patent.  Yes;  I've  seen  that  many  times. 

As  an  aside  to  that,  Merck  Pharmaceuticals  recently  formed  a 
company  called  West  Point  Pharmaceuticals.  The  sole  purpose  is  to 
promote  their  own  generic  version  of  the  drug  dolobid.  Why  don't 
they  just  cut  the  price  of  dolobid  to  begin  with? 

The  biggest  thing  that  Billy  mentioned  is  this  discriminatory 
drug  pricing  by  the  manufacturer,  the  multitier  pricing  not  based 
on  volume.  I've  provided  examples  to  your  staff  on  that.  All  pur- 
chasers of  pharmaceuticals  should  have  equal  access  to  the  phar- 
maceutical pricing. 

It's  been  suggested  that  pharmacies  join  buying  groups  to  get 
discounts  from  manufacturers.  We  have  tried  through  our  buying 
group,  The  Pharmacy  Group  of  New  England.  So  far  the  brand 
name  manufacturers  have  been  very  reluctant  to  deal  with  us. 

I  will  give  some  examples  we  looked  at  for  controlling  costs.  I 
know  about  tax  credits  that  are  given  to  the  pharmacy  companies 
for  setting  up  shop  in  Puerto  Rico.  These  could  be  decreased  and 
diminished.  The  Government  research  and  development  money, 
this  could  be  controlled. 

Foreign  drug  manufacturers  I  think  should  play  by  the  same 
rules  as  American  companies  as  far  as  paying  their  taxes  on  their 
profits,  which  I  understand  they  are  not  doing  at  this  point. 

A  long  range  solution  to  look  at  might  be  S.  430  and  H.R.  9,  the 
Insurance  Competitive  Pricing  Act.  I  think  if  this  were  enacted,  it 
would  promote  competitiveness  among  the  insurance  companies, 
and  would  eventually  bring  down  the  cost  of  the  insurance. 

As  Billy  mentioned,  we  feel  the  patients  must  have  freedom  of 
choice  of  where  their  prescriptions  are  filled.  He  mentioned  also 
Medigap  policies  on  prescription  drugs.  Most  of  these  we  find  do 
not  cover  prescription  drugs. 

The  indigent  drug  program  was  mentioned  by  Pat.  I  think  while 
it  is  very  effective,  I  think  a  lot  of  physicians  are  unwilling  to  go 
through  the  paperwork  necessary  to  have  their  patients  covered  by 
these  drugs.  There's  a  lot  of  paperwork  involved  between  the  doctor 
and  the  drug  company. 
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One  other  thing  I  noticed  and  I  thought  I  would  mention  would 
be  patent  extensions  when  the  company  creates  a  new  drug,  spe- 
cifically like  procardia-XL  and  cardizem-CD.  Both  of  those  drugs 
went  off  patent,  were  available  generically  in  the  lower  dose,  where 
the  patient  would  have  to  take  three  or  four  a  day,  but  the  brand 
name  companies  had  come  out  with  the  "new  drug,"  where  they 
only  have  to  take  it  once  a  day. 

This,  I  think,  has  added  a  lot  to  cost  where  the  physicians  are 
urged  to  prescribe  once-a-day  dosage  rather  than  going  with  the  ge- 
neric brand  where  the  patient  may  have  to  take  it  three  or  four 
times  a  day,  but  he  would  also  save  money  doing  that. 

One  last  thing  I  would  like  to  correct  on  your  sign  over  there. 
Halcion  you  have  for  anxiety.  It  should  be  used  for  short-term  use 
of  insomnia  only. 

That's  all  I  have,  Senator. 

Senator  Cohen.  Well,  if  we  speak  to  former  President  George 
Bush,  we  shouldn't  use  it  at  all.  You're  right.  In  fact,  it  has  been 
prescribed  for  many  of  us  overseas  travelers  to  try  to  alter  the  jet 
lag.  But  there  are  some  associated  problems  with  that. 

Let  me  just  make  a  couple  of  quick  observations. 

Perhaps  you  could — you,  Billy,  and  Mr.  Smith — tell  me  about  the 
comparison  between  the  cost  in  Canada  versus  that  in  the  United 
States.  Dr.  Krause  gave  us  a  breakdown,  but  it  doesn't  seem  to 
comport  with  what  the  GAO  has  said.  The  GAO  is  the  General  Ac- 
counting Office  in  Washington  that  Congress  relies  upon  to  conduct 
investigations. 

This  is  what  the  GAO  says  of  United  States  prices  versus  those 
in  Canada.  The  same  manufacturers  charge  wholesalers  substan- 
tially more  for  the  identical  prescription  drugs  sold  in  the  United 
States  than  in  Canada.  An  entire  basket  of  121  frequently  dis- 
pensed drugs  that  were  studied  would  cost  32  percent  more  in  the 
United  States  than  in  Canada  of  a  common  United  States  prescrip- 
tion, such  as  100  tablets,  if  each  drug  were  purchased  at  a  factory 
price  in  each  country.  A  large  majority  of  the  121  drugs  studied, 
some  81  percent,  was  more  expensive  in  the  United  States. 

United  States  and  Canadian  drug  price  differentials  for  specific 
products  may  vary.  On  a  per-packet  basis,  the  United  States  price 
to  wholesalers  ranges  from  being  40  percent  lower  to  967  percent 
higher  than  the  Canadian  price. 

So  the  General  Accounting  Office  has  indicated  that  if  you  take 
a  basket  of  121  commonly  prescribed  drugs,  the  price  averages 
about  30  percent  higher  than  in  Canada.  Dr.  Krause  gave  us  a 
breakdown  of  several  of  them,  but  I  think  that  this  more  accurately 
reflects  the  situation. 

Mr.  Smith.  I  think  that's  more  accurate,  yes.  I've  provided  your 
staff  with  the  copies  of  some  price  comparisons  that  were  done. 

Mr.  Miller.  I  have  a  different  approach  and  answer  to  that. 

Our  FDA  is  not  to  be  compared  with  the  same  government  agen- 
cy in  Canada.  I  can  give  you  just  one  example  and  that  would  be 
thalidomide.  Thalidomide  never  reached  America  legally.  It  may 
have  through  Canada.  It  did  through  Canada. 

It's  strict.  It's  more  expensive  to  get  a  drug  licensed  in  this  coun- 
try, not  probably,  it  is.  It's  more  expensive  to  get  a  drug  licensed 
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in  the  United  States  and  that's  the  result  of  requirements  by  the 
FDA,  which  is  a  Government  agency. 

In  fact,  the  FDA  very  often  will  not  license  a  drug  in  this  coun- 
try. But  the  military  is  able  to  buy  the  same  drug  cheaper  because 
they  don't  have  to  abide  by  the  FDA  rulings  or  FDA  requirements. 

I'm  partially  defending  the  difference  in  the  price.  Whether  it 
warrants  being  35  percent,  is  something  I  am  not  capable  of  an- 
swering. However,  I  think  sometimes  the  fact  that  this  lag  time  in 
licensing  new  medications  is  probably  very  often  in  the  best  inter- 
est of  the  public.  So  I  don't  think  it's  dramatic,  this  35  percent. 

Senator  Cohen.  This  particular  study  shows  the  same  manufac- 
turers of  the  drugs.  The  same  manufacturers  charge  a  higher  price 
here  than  they  do  there,  and  I  think  a  lot  of  it  has  to  do  with  the 
fact  that  they  control  prices  in  Canada,  and  in  some  of  the  other 
countries  they  have  absolute  controls  over  what  they  can  charge. 

Mr.  Miller.  But  still,  some  of  those  drugs  are  not  licensed.  It 
can  be  the  same  manufacturer,  but  that  manufacturer  cannot  get 
his  drug  on  the  shelf  in  the  United  States  before  he  gets  it  licensed. 

Senator  Cohen.  Right. 

Mr.  Miller.  So  there  is  a  cost  factor  there  because  of  our  legal 
requirements. 

I  know  one  of  them  might  be  valium.  I  think  the  Valium  trade 
name  in  the  United  States  is,  you  know,  70  cents  a  tablet.  In  Can- 
ada it's  5  cents  a  tablet,  6  cents  a  tablet. 

Also  their  laws  are  completely  different.  You  can  walk  into  a 
drug  store  in  Canada  and  buy  many  of  these  things  without  a  pre- 
scription. 

Senator  Cohen.  Ms.  Eye,  you  were  about  to  interject  something. 
You  had  a  comment.  It's  probably  past  you  now. 
Ms.  Eye.  It's  gone. 
Senator  Cohen.  It's  gone. 
Mr.  Miller.  I'm  sorry. 

Senator  Cohen.  Let  me  talk  about  the  generic  versus  the  brand 
names,  and  I'll  just  direct  this  to  the  pharmacists  now. 

The  doctor  is  not  here  to  defend  himself,  but  the  fact  is  that  the 
pharmacists  know  more  about  drugs  than  doctors  do.  As  a  general 
proposition,  they're  the  ones  who  have  to  read  all  the  material  and 
their  main  occupation  is  dispensing  medications.  And  so  they  tend 
to  be  up-to-date  more  than  a  physician  who  has  to  deal  with  the 
patients  and  operations  and  a  host  of  other  things. 

I  was  wondering  what  the  relationship  is,  Mr.  Miller  and  Mr. 
Smith,  between  the  pharmacist  and  the  physician.  You,  for  exam- 
ple, say,  well,  you  have  prescribed  brand  "x"  here  for  Mr.  Smith, 
or  Mr.  Jones  in  your  case,  and  we  think  that  we've  got  a  better 
idea.  We  think  this  drug  will  do  just  as  well;  it's  a  generic  or  it's 
a  different  drug,  but  we  think  this  will  do  the  job  at  much  less  the 
price. 

Are  you  in  a  position  to  make  those  kinds  of  recommendations 
to  physicians?  Do  you  have  that  kind  of  a  working  relationship? 

Mr.  Smith.  Being  from  Searsport  and  dealing  with  most  of  the 
doctors  in  the  Belfast/Searsport  area,  yes,  we  have  a  very,  very 
good  relationship.  I  think  in  your  larger  cities  it  may  be  more  dif- 
ficult. 

Senator  COHEN.  Do  the  doctors  defer  to  you? 
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Mr.  Smith.  Sometimes.  I  routinely,  weekly,  will  talk  with  physi- 
cians on  pricing  drugs  and  so  forth. 

Senator  Cohen.  Let  me  ask  you  this.  You  said  that  patients  are 
reluctant  to  share  their  economic  status  or  their  financial  situation 
with  their  doctors. 

Are  they  more  willing  to  share  it  with  the  pharmacist? 

Mr.  Smith.  Sometimes.  You'd  be  surprised  how  much  they  want 
to  tell  us. 

Senator  Cohen.  Billy? 

Mr.  Miller.  We  try  to  call  the  doctors  sometimes,  when  it's  pos- 
sible, and  most  times  doctors  will  cooperate. 

But  I  find  very  often  that  there  are  some  of  them  that  become 
very  insulted  when  we  call  and  say,  "Hey,  doctor,  you've  just  pre- 
scribed a  $90  antibiotic  to  someone  that  makes  $200  a  week.  Do 
you  think  maybe  penicillin  might  help  if  you  try  that  first?"  And 
very  often  they  will  cooperate,  or  they'll  often  come  back  and  say, 
"Well,  I  know  that  it  won't  work  because  I've  tried  this,  and  I've 
tried  that,  and  it  didn't  work." 

However,  I  still  feel  that  the  oldies  but  the  goodies  still  work. 
Penicillin  is  still  a  known  factor.  It  works.  Amoxicillin  works.  Tet- 
racycline works.  There  are  many  inexpensive  antibiotics  that  work, 
and  doctors  are  just  prescribing  the  new  expensive  one-dose-a-day 
antibiotic,  and  they  are  doing  it  without  trying  the  other.  Now, 
maybe  this  would  be  fine  if  the  person  had  unlimited  funds. 

I  would  just  like  to  add  one  more  thing.  If  someone  else  is  paying 
for  it,  the  patient  really  doesn't  care,  and  the  doctor  doesn't  care. 
Unfortunately,  as  we  get  more  and  more  third-party  payees,  as  we 
get  people  that  are  walking  in  the  store  that  are  either  on  Medicaid 
or  drugs  for  the  elderly,  and  if  I  say  to  them  it's  expensive,  they 
say,  "Well,  I  don't  care.  My  insurance  company  is  paying  for  it." 
And  that's  an  attitude  that  is  being  reflected  tremendously. 

Senator  Cohen.  Ms.  Eye. 

Ms.  Eye.  Yes;  I'd  like  to  speak  to  that,  asking  physicians  to  sort 
of  watch  the  cost  saving  for  pain  medications.  For  example,  there 
are  some  oldies-but-goodies,  as  Bill  has  said,  that  work.  And  rather 
than  try  those,  we're  moving  into  the  very  expensive  patches  that 
I  mentioned  before.  They  are  very  effective,  but  we  really  need  to 
focus  in  on  those  very  simple  drugs  that  can  work  and  can  be  man- 
aged, and  are  a  lot  easier  on  the  patient's  pocketbook. 

Very  often,  not  in  Bangor,  but  in  other  areas  of  this  State  I  am 
familiar  with,  instead  of  putting  a  person  on  an  oral  medication  for 
pain  that  can  work  for  them,  or  even  try  it,  a  physician  may  go  di- 
rectly to  parenteral  or  intravenous  medication,  which  then  boosts 
the  cost  tremendously  for  the  consumer.  And  that's  happening 
more  and  more,  especially  in  the  southern  part  of  the  State,  and 
that's  deplorable. 

Senator  Cohen.  What  happens  when  the  doctor  prescribes  this 
one-a-day  dosage  and  you  say  you  could  do  the  same  thing  with 
three  or  four  pills  a  day  at  a  much  lower  cost? 

Do  you  call  up  the  doctor  and  say,  "We'd  like  to  revise  this  pre- 
scription; this  person  can't  afford  that?"  I  mean,  what  happens 
then? 

Mr.  Smith.  I've  done  that  before,  and,  yes,  in  most  cases  the  phy- 
sician is  willing  to  give  it  a  try  unless  there's  a  real  problem  with 
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compliance  with  that  particular  patient  in  remembering  to  take  the 
medicine. 

Mr.  Miller.  I'll  put  a  plug  in  for  the  independent  pharmacist. 
You  are  talking  today  to  two  pharmacists  that  own  the  drug  stores 
that  they're  in.  Yes,  I  will  call  the  doctor  because  half  of  the  time 
the  person  who  comes  in  the  store  doesn't  have  that  much  money 
with  them.  So  I  am  looking  at  it  from  two  aspects:  We're  going  to 
have  to  charge  it  to  the  patient,  or  I  can  call  the  doctor  and  get 
a  drug  that  can  be  afforded. 

If  they  walk  into  the  traditional  chain  store,  the  pharmacist  will 
take  the  prescription  and  say  it's  $88.  If  the  person  has  no  money, 
it's  see  you  later.  That's  not  a  slam,  but  that  person  working  in 
that  store  does  not  have  the  authority  to  do  the  same  things  that 
we  can  do  in  the  independently  owned  pharmacy. 

Senator  Cohen.  What  is  the  general  relationship  between  the  ge- 
neric versus  the  brand  name?  Is  there  a  real  difference? 

It's  difficult.  A  person  comes  in  and  says  I  want  this  prescription 
filled  and  someone  else  is  paying  for  it.  I  would  like  the  Cadillac 
and  not  the  Chevy,  right? 

Mr.  Smith.  The  State  laws  in  Maine  require  any  generic  sub- 
stitute to  be  bioequivalent.  Your  brand  name  drug  and  generic 
must  be  equal,  bioequivalent,  or  we  cannot  dispense  it. 

Senator  Cohen.  But  I  go  in  and  I  buy  some  generic  aspirin,  for 
example,  and  somehow  it  never  even  tastes  as  good.  Do  you  know 
what  I  am  talking  about?  I  get  the  store  bottles  or  whatever,  and 
it  doesn't  quite  seem  to  be  as  satisfactory  as  Bayer. 

Am  I  wrong  in  that?  Is  there  some  difference  in  the  generic  ver- 
sus the  brand  name,  or  is  that  just  psychological? 

Mr.  Smith.  There  may  be  other  additives  in  it  that's  not  in  a 
brand  name,  but  as  far  as  the  bioequivalence,  they  should  be  equal. 

Senator  Cohen.  Now,  have  you,  Mr.  Smith,  like  Mr.  Miller,  tried 
to  become  a  preferred  pharmacist  under  the  Federal  Employee 
Health  Benefit  Program? 

Mr.  Smith.  It's  much  too  difficult.  I  initially  did  put  in  a  bid 
when  they  requested  all  the  pharmacies  to,  but  we  weren't  accept- 
ed, and  we  basically  have  left  it  at  that  at  this  point.  We  were  hop- 
ing for  something  through  the  national  organizations  that  would 
open  the  program  to  all  pharmacies. 

Senator  Cohen.  Well,  without  going  into  too  much  detail,  we  are 
still  working  on  Mr.  Miller's  case,  and  we  should  be  getting  an  an- 
swer fairly  soon,  Billy. 

Mr.  Miller.  Good. 

Senator  Cohen.  Blue  Cross  is  going  to  consider  a  new  round  of 
bids  in  August,  and  we'll  work  on  your  situation. 

Now,  a  couple  of  other  questions.  You  mentioned,  Ms.  Eye,  hos- 
pitals need  to  take  into  account  patients'  financial  status. 

Does  that  mean  the  hospitals  have  to  set  up  an  advisory  council? 

Ms.  Eye.  No.  No;  I  don't  think  so. 

I  think  that  since  the  advent  of  DRG's  and  hospitals  being  ac- 
countable for  the  cost  of  patients'  care  and  so  forth,  I  think  these 
are  things  that  are  sort  of  built  in. 

There  are  discharge  planners  and  social  workers  who  connect 
with  these  patients,  at  least  this  happens  at  St.  Joseph.  I  cannot 
speak  for  all  hospitals,  but  those  are  some  of  the  questions  that  get 
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tion to  do  that.  I  don't  think  it's  something  that's  built  in,  and  does 
not  add  an  extra  expense. 

Senator  COHEN.  Well,  I  think  you  saw  Mr.  Ashley  Young.  I'm  not 
sure  if  he's  still  here,  but  we  saw,  I  think,  a  classic  case  where  an 
individual  who  cannot  afford  to  take  the  medication  may  very  well 
end  up  going  back  into  the  hospital.  While  he  is  in  the  hospital,  he 
will  then  be  covered,  as  you  point  out.' 

Ms.  Eye.  That's  right. 

Senator  Cohen.  He  will  be  covered  for  the  cost  of  the  prescrip- 
tion medication  at  that  point,  plus  the  nurses,  plus  all  the  attend- 
ants, plus  all  the  cost  of  the  hospital  overhead. 

And  this  is  one  of  the  arguments,  again,  that  the  manufacturers 
of  the  pharmaceutical  companies  make.  They  indicate  that  by  pro- 
viding this  medication,  "we're  saving  you  from  going  to  the  hos- 
pital". But  as  I  also  pointed  out,  the  downside  is  that  if  you  can't 
afford  even  that  alternative  you're  going  to  end  up  with  the  worst 
of  both  worlds,  because  you  will  not  be  taking  the  medication,  and 
you  will  end  up  going  back  into  the  hospital  at  a  much  greater  cost 
either  to  you  or  to  your  family,  or  to  that  invisible  third-party 
payer,  meaning  the  Federal  Government  or  the  State  government, 
meaning  all  the  taxpayers  in  the  country.  So  we  have  got  to  find 
a  better  way  of  dealing  with  this  particular  issue. 

Now,  one  question  to  the  two  pharmacists.  The  major  pharma- 
ceutical companies  came  before  the  Senate  committee  and  they 
said,  Cohen,  we  listened  to  you  a  year  ago.  We  agreed  to  hold  our 
prices  at  the  level  of  inflation. 

Can  I  ask  both  of  our  pharmacists  whether  or  not  they  have 
found  that  overall  the  cost  of  prescription  drugs  in  Maine  is  within 
the  realm  of  inflation,  between,  let's  say,  2  and  3  percent  of  a  range 
increase? 

Mr.  Smith.  Some  have.  The  last  figures  I  show  is  that  8  of  31 
top  drug  manufacturers  increased  their  prices  3  times  more  than 
inflation  last  year.  And  19  of  the  top  31  outpatient  prices  doubled 
the  rate  of  inflation.  So  while  some  did  hold  the  line,  a  great  num- 
ber did  not. 

Mr.  Miller.  Last  week  a  salesperson  from  a  manufacturer  came 
into  my  store  and  said,  "This  is  your  lucky  day.  May  1  our  whole 
line  is  going  up,  and  I'm  going  to  give  you  the  opportunity  to  do 
some  up-front  buying,"  so  that  I  could  buy  it  now  at  the  old  price 
and  sell  at  the  new  price.  She  was  new  in  the  area.  The  person  was 
new  in  the  area.  The  company  is  not  new. 

So  that  she  wouldn't  forget  my  name,  I  told  her  Miller  Drug,  and 
I'm  going  to  write  a  note  to  your  boss,  that  I  will  not  purchase  one 
item  from  you  today,  that  I  resent  what  you  are  doing.  You're  en- 
couraging me  to  suggest  generic  substitution  in  place  of  the  brand 
names  that  you  have. 

Then  1  week  later  she  called  my  buyer  in  the  store,  and  he  like- 
wise gave  her  the  same  answer.  And  that  company  now,  if  someone 
walks  into  my  store  with  a  prescription  for  one  of  their  products 
and  it's  available  generically,  I  will  recommend  the  generic. 

I  tell  this  to  all  my  customers;  I  only  sell  generics  that  I  would 
give  to  my  mother-in-law.  [Laughter.] 
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Senator  Cohen.  That's  a  line  destined  to  be  carried  on.  [Laugh- 
ter.] 

Not  exactly  a  strong  endorsement.  Where  is  your  wife? 

Mr.  Miller.  My  mother  is  here,  but  my  wife  is  working. 

The  other  example — I'm  holding  the  bottle  in  my  hand  without 
the  label  seen — is  a  drug  that  has  been  on  the  market  before  I  was 
a  pharmacist.  That's  37  or  36  years.  I've  lost  track.  It  was  probably 
around  $4  or  $5  a  100  back  when  I  started  as  a  pharmacist.  Today, 
it  would  sell  to  the  patient  for  at  least  $20  to  $30. 

It  has  been  available  generically,  but  the  generic  has  never  really 
come  up  to  snuff.  It  has  never  really  been  one  that  we  are  com- 
fortable using,  and  the  manufacturer  figured  that  out  because  last 
month  they  eliminated  making  it  in  bottles  of  1,000.  So  that  when 
we  bought  it  in  bottles  of  1,000,  we  could  save  a  few  dollars  and 
pass  that  onto  the  consumer.  Now  the  manufacturer  in  his  wisdom 
has  eliminated  the  1,000  size. 

That's  the  first  time  I've  seen  that  happen  by  a  manufacturer. 
When  we  called  them  up,  they  said  it  was  for  convenience.  I'm 
holding  my  hand  over  the  label  because  maybe  there's  a  sales- 
person in  the  house. 

Senator  COHEN.  Well,  it  would  be  helpful  if  following  the  hearing 
you  could  at  least  let  the  staff  know  about  that  particular  manufac- 
turer who  is  now  going  to  give  you  a  break  by  offering  you  an  up- 
front opportunity  to  purchase  something  that's  going  up  9  percent, 
which  is  roughly  3  or  3V2  times  the  rate  of  inflation,  when,  in  fact, 
they  are  representing  to  the  Senate  committee  in  Washington  that 
they  are  holding  the  line  at  the  level  of  inflation. 

Well,  thank  you  all  very  much  for  your  testimony.  It  was  very 
helpful  to  me,  and  I'll  bring  this  to  the  attention  of  my  colleagues. 

Our  final  panel  of  the  morning  consists  of  Ms.  Roberta  Downey, 
who  is  the  executive  director  for  the  Eastern  Agency  on  Aging;  Ms. 
Elizabeth  McCullum,  the  director  of  the  bureau  of  medical  services 
from  the  Maine  Department  of  Human  Services  and  Ms.  Rosamond 
Potter,  who  is  the  Senior  Spectrum  representative  from  Belfast. 

Our  final  panel  has  indicated  they  will  now  make  their  presen- 
tation. Before  going  further,  I'd  like  to  also  thank  Louise  Murchi- 
son,  who  works  with  the  Eastern  Agency  on  Aging,  who  has  been 
of  tremendous  help  to  many  who  are  here  today  and  also  in  helping 
us  put  together  this  hearing. 

Ms.  Roberta  Downey,  why  don't  you  begin? 

STATEMENT  OF  ROBERTA  DOWNEY,  EXECUTIVE  DIRECTOR, 
EASTERN  AGENCY  ON  AGING,  BREWER,  ME 

Ms.  Downey.  Thank  you. 

My  name  is  Roberta  Downey.  I  am  the  executive  director  of  the 
Eastern  Agency  on  Aging,  which  serves  older  persons  in  Penobscot, 
Piscataquis,  Hancock,  and  Washington  Counties.  Thank  you  for 
this  opportunity  to  present  testimony  on  the  impact  of  escalating 
drug  cost  to  older  persons  who  live  in  Maine. 

From  first-hand  experience,  we  know  that  the  burden  of  prescrip- 
tion drug  expense  falls  most  heavily  on  Mainers  whose  modest  in- 
comes make  them  ineligible  for  the  Medicaid  program  or  for 
Maine's  Low-Cost  Drug  Program.  Often  these  individuals  cannot 
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afford  the  premiums  for  private  health  insurance  which  would  help 
to  pay  for  their  prescriptions. 

Medicare  does  not  pay  for  prescription  drugs.  There  are  also  two 
Medigap  insurance  policy  options  which  do  cover  prescription  drug 
costs.  However,  the  least  expensive  policy  costs  about  $100  a 
month,  pays  only  50  percent  of  prescription  costs  up  to  a  maximum 
of  $1,250  for  the  calendar  year,  and  after  a  deductible  of  $250. 

The  sole  source  of  income  for  many  older  persons  is  Social  Secu- 
rity. Social  Security  benefits  might  put  them  $10  or  $20  above  the 
Medicaid  or  low-cost  drug  eligibility  guidelines.  But  since  the  Med- 
icaid Part  B  premium  of  $36.60  is  deducted  from  the  Social  Secu- 
rity check  prior  to  mailing,  some  individuals  lose  prescription  drug 
program  coverage  through  Medicaid  or  through  the  Low-Cost  Drug 
Program  based  on  income  that  they  will  never  receive. 

We've  heard  many  examples  today  of  the  impact  of  high  prescrip- 
tion drug  cost  to  some  individuals,  so  I'll  give  you  one  more  anec- 
dote. This  is  an  individual  who  is  54  years  old  who  had  two  kidney 
transplants  and  suffers  from  muscle  deterioration.  He  is  married 
and  has  a  teenage  son.  His  wife  also  has  multiple  health  problems. 
His  Social  Security  disability  check  provides  the  family's  total  in- 
come of  $784  a  month. 

When  he  was  referred  to  us,  he  was  paying  $380  a  month  for 
health  insurance,  which  in  turn  picked  up  80  percent  of  his  drug 
costs.  So  between  health  insurance  and  out-of-pocket  costs,  he  was 
paying  $424  a  month,  or  over  50  percent  of  his  income,  for  prescrip- 
tion drugs. 

We  called  the  bureau  of  insurance  seeking  a  reduction  in  his  pre- 
mium, but  because  he  was  a  high-risk  individual  that  was  not  pos- 
sible. The  consumer  applied  for  Medicaid  and  was  initially  denied 
as  being  over  income.  After  a  series  of  appeals,  he  was  approved, 
but  had  to  cash  in  his  life  insurance. 

At  this  point,  his  prescription  drug  costs  are  now  covered,  but 
he's  still  paying  health  insurance  of  $211  a  month,  out  of  his  $784, 
for  health  insurance  coverage  for  his  son  and  for  his  wife. 

Maine  does  have  a  fragile  safety  net  program  composed  of  Medic- 
aid and  the  Low-Cost  Drug  Program  which  help  elderly  individuals 
to  pay  for  the  cost  of  the  prescriptions  that  they  need.  But  the  rea- 
son that  I  use  the  term  "fragile,"  is  because  the  continuation  of 
these  programs  may  not  be  assured  in  the  future. 

Prescription  drug  coverage  is  an  optional  Medicaid  benefit.  Ear- 
lier this  year,  the  Department  of  Human  Services  presented  and 
then  withdrew,  fortunately,  a  proposal  to  eliminate  the  prescription 
drug  benefit  for  the  purposes  of  controlling  escalating  Medicaid  ex- 
penditures. Certainly  the  increasing  cost  of  pharmaceuticals  have 
exacerbated  this  problem. 

Medicaid  beneficiaries  are  the  poorest  of  the  poor,  and  would 
likely  go  without  needed  drugs  if  Medicaid  did  not  provide  cov- 
erage. Many  of  these  individuals,  as  was  pointed  out  earlier  this 
morning,  would  undoubtedly  end  up  in  the  emergency  room  or  a 
hospital  if  they  did  not  take  their  prescriptions. 

Some  elderly  persons  whose  income  is  low  enough  to  qualify  for 
Medicaid  are  ineligible  because  their  assets  exceed  $2,000.  Elders 
who  were  brought  up  to  save  for  a  rainy  day  cannot  bring  them- 
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selves  to  spend  down  $4,000,  $5,000,  or  $6,000  to  qualify  for  Medic- 
aid. 

Medicaid  coverage  for  medications  is  not  universal.  Medicaid 
does  not  pay  for  pharmaceuticals  prescribed  by  a  physician  which 
are  available  over-the-counter,  and  those  include  analgesics,  anti- 
inflammatories, and  antacids.  Ironically,  these  are  often  prescribed 
to  counteract  the  side  effects  of  other  prescription  drugs  which  are 
covered  by  Medicaid. 

Maine's  State-funded  Low-Cost  Drug  Program  offsets  the  cost  of 
live-saving  drugs  for  older  Mainers  whose  incomes  fall  below 
$9,200  a  year  for  an  individual.  Participants  make  a  partial  pay- 
ment for  each  prescription.  But  this  year  Maine's  legislation  dou- 
bled the  copayment  to  $6  for  each  generic  and  $10  for  each  name- 
brand  prescription  as  a  deficit  reduction  measure. 

The  State  also  proposed  capping  the  number  of  prescriptions  to 
be  covered  or  eliminating  the  program  in  its  entirety,  but  these 
proposals,  again  fortunately,  were  withdrawn.  Nevertheless,  we  are 
concerned  about  what  may  happen  if  the  budget  shortfall  worsens. 

The  Low-Cost  Drug  Program  covers  the  prescriptions  for  heart 
disease,  respiratory  problems,  high  blood  pressure,  diabetes,  and 
certain  types  of  arthritis.  But  it  does  not  provide  coverage  for  can- 
cer drugs,  glaucoma,  Parkinson's  disease  or  other  serious  medical 
problems.  Persons  who  have  multiple  prescriptions  and  must  pay 
full  price  for  noncovered  medications  may  face  an  overwhelming  fi- 
nancial burden. 

What  assistance  does  the  Eastern  Agency  on  Aging  provide? 
First,  we  help  every  eligible  individual  to  apply  for  Medicaid  or  the 
Low-Cost  Drug  Program  by  explaining  program  guidelines  and  fill- 
ing out  applications.  We  provide  this  service  by  phone,  in  our 
Brewer  office,  at  home,  or  at  locations  such  as  meal  sites,  or  senior 
housing  where  older  persons  gather. 

We  provide  personal  advocacy  and  will  help  appeal  decisions  and 
provide  representation  at  hearings.  We  refer  to  Legal  Services  for 
the  Elderly  when  appropriate. 

We  make  sure  that  older  persons  receive  other  sources  of  income 
for  which  they  are  eligible  and  these  include  programs  such  as  SSI, 
QMBY,  SLMBY,  tax  and  rent  refunds,  food  stamps,  and  heating 
and  energy  assistance. 

We  remind  people  to  ask  their  doctors  about  samples,  to  ask 
about  generic  drugs  and  to  ask  about  partial  prescriptions  particu- 
larly if  the  drug  is  being  tried  for  the  first  time. 

Local  hospital  social  workers  do  help  cancer  patients  to  access  re- 
duced-cost prescriptions  for  expensive  drug  therapy.  And  we  also 
distribute  information  about  the  indigent  drug  programs  offered  by 
pharmaceutical  programs. 

Town  assistance  is  available  as  a  last  resort.  But  many  persons 
would  rather  go  without  than  seeking  municipal  assistance. 

It  may  be  true,  as  pharmaceutical  companies  point  out,  that  drug 
costs  are  a  relatively  small  contributor  to  the  country's  health 
costs.  But  for  many  elders  who  are  living  on  fixed  incomes,  the  pre- 
scription drugs  that  they  need  to  maintain  their  health  and  inde- 
pendence are  now  unaffordable. 

Thank  you. 

Senator  Cohen.  Thank  you  very  much. 
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Ms.  McCullum. 

STATEMENT  OF  ELIZABETH  McCULLUM,  DIRECTOR,  BUREAU 
OF  MEDICAL  SERVICES,  MAINE  DEPARTMENT  OF  HUMAN 
SERVICES 

Ms.  McCullum.  Good  morning,  Senator. 

My  name  is  Elizabeth  McCullum.  I'm  currently  the  director  of 
the  bureau  of  medical  services  here  in  Maine,  which  is  part  of  the 
department  of  human  services.  This  Bureau  is  responsible  for  the 
Medicaid  Drug  Program,  as  well  as  administering  the  program  for 
the  low-cost  drugs  for  the  elderly. 

Our  projected  1994  Medicaid  budget  does  include  approximately 
$60.4  million  for  drugs  alone,  barring  any  reductions.  The  State's 
share  of  this  will  be  approximately  $22.8  million.  With  a  total  pop- 
ulation, excluding  Medicaid  recipients,  of  slightly  over  1  million, 
this  means  that  the  cost  to  a  non-Medicaid  recipient,  paid  through 
taxation,  of  providing  just  outpatient  drugs  to  Medicaid  recipients 
in  Maine  is  approximately  $22  per  person  next  year.  For  a  family 
of  four  this  direct  cost  is  almost  $100  per  year. 

The  cost  for  prescriptions  under  the  Maine  Medicaid  has  risen 
steadily  since  June  1989,  through  June  1992,  with  an  average  cost 
increase  from  approximately  $18.30  to  $25.39.  These  figures  are 
net  of  co-pays  which  were  increased  in  fiscal  year  1991.  So,  in  fact, 
the  increase  in  the  cost  of  prescriptions  is  even  higher.  We  have  not 
increased  any  fees  in  the  Medicaid  Pharmacy  Program  since  the 
1980's,  so  the  entire  increase  is  the  result  of  drug  costs. 

The  Low-Cost  Drugs  for  the  Elderly  Program  has  shown  a  simi- 
lar pattern  of  increased  costs.  Under  our  Drugs  for  the  Elderly  Pro- 
gram from  1991  to  1992,  there  was  a  25-percent  increase  in  the 
number  of  people  taking  four  or  more  prescriptions  per  month.  Be- 
tween 1991  and  1992,  the  number  of  recipients  receiving  a  monthly 
benefit  over  $200  in  drugs  increased  over  60  percent  in  that  year. 
Although  the  number  Of  participants  in  the  program  increased  over 
the  same  time  frame,  it  only  increased  approximately  15  percent. 

Drug  costs  have  risen  dramatically  over  the  last  3  years,  in  part 
driven  by  the  OBRA90  Medicaid  rebate  program.  The  recent 
changes  requiring  drug  companies  to  additionally  rebate  price  in- 
creases above  the  health  care  CPI  to  Medicaid  have,  in  fact,  helped 
slow  the  price  increase  and  have  increased  the  dollar  rebated  to  the 
States.  However,  the  recent  exclusion  of  VA  and  some  other  organi- 
zations from  the  rebate  calculation  provisions  of  OBRA90,  while  al- 
lowing these  institutions  to  receive  lower  cost  pharmaceuticals, 
have  drive  up  some  of  the  cost  to  Medicaid. 

To  help  control  the  drug  costs  in  Maine,  we  are  currently  propos- 
ing to  reactivate  our  formulary  committee.  In  conjunction  with 
other  drug  utilization  review  committees,  we  plan  to  use  this  com- 
mittee to  provide  for  optimum  quality  of  care,  which  will  be 
achieved  at  a  lower  cost  than  we  are  currently  paying. 

Under  our  Drug  Utilization  Review  Program,  we  will  be  explain- 
ing to  physicians  and  consumers  how  to  obtain  the  best  and  least 
expensive  health  care. 

Maine  is  unique  in  that  both  our  Medicaid  and  Drugs  for  the  El- 
derly programs  do  have  a  co-pay  requirement  based  solely  on  ge- 
neric versus  brand-name  drug,  with  the  generic  having  the  lower 
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co-pay.  We  anticipate  that  this  incentive  will  result  in  more  generic 
drugs  being  prescribed  by  physicians  and  together  with  better  pa- 
tient knowledge  and  compliance  and  with  a  more  informed  medical 
provider  community,  our  goal  of  the  most  effective  care  available 
will  be  realized. 

If  the  OBRA90  legislation  is  amended  to  allow  Medicaid  to  re- 
quire new  drugs  to  be  used  appropriately  from  the  first  day  they 
are  marketed,  then  we  will  be  able  to  realize  further  substantial 
savings. 

We  feel  that  by  overseeing  the  above  issues — which  we  have  the 
responsibility  to  do — along  with  the  judicious  use  of  these  tools  will 
allow  for  our  entire  population,  including  Medicaid,  elderly,  and 
private  populations,  to  receive  the  best  care  possible.  Obviously, 
this  is  an  effort  by  the  State  to  encourage  people,  to  encourage  peo- 
ple to  purchase  the  generic  rather  than  the  brand-name  drug. 

Senator  Cohen.  And  to  hold  a  better  opinion  with  one's  mother- 
in-law? 

Ms.  McCullum.  Yes,  that  too. 

We  are  hopeful  in  Maine  that  there  may  be  some  reductions  at 
the  Federal  level  in  the  prescription  drug  prices  because  it's  driving 
up  our  Medicaid  cost,  and  we  now  need  to  look  at  reducing  what 
the  number  of  drugs  we  cover  as  opposed  to  reducing  the  cost. 

Thank  you. 

Senator  Cohen.  Thank  you. 
Ms.  Potter. 

STATEMENT  OF  MS.  ROSAMOND  POTTER,  SENIOR  SPECTRUM, 

BELFAST,  ME 

Ms.  Potter.  I'm  Rosamond  Potter.  I'm  a  benefits  consultant  with 
the  Senior  Spectrum  in  Belfast,  which  is  also  the  Area  Agency  on 
Aging  for  central  Maine. 

In  working  with  the  elderly,  I  am  finding  many  who  are  falling 
between  the  cracks.  These  senior  citizens  are  the  ones  who  are  over 
income  for  Medicaid  or  the  Low  Cost  Drug  Card,  some  of  them  by 
only  a  few  dollars,  yet  the  spend  down  to  become  eligible  is  $1,000 
or  more  in  a  6-month  period. 

For  example,  Mr.  C  is  a  62-year-old  gentleman  who  was  disabled 
in  December  1992.  After  major  heart  surgery  and  lung  complica- 
tions, Social  Security  put  him  on  disability.  He  lost  his  Medicaid. 
Mr.  C's  income  is  $699  a  month.  The  amount  of  money  he  has  to 
pay  out  of  his  pocket  for  medical  expenses  is  $1,854  within  a  6- 
month  period.  When  this  amount  is  broken  down,  it  amounts  to 
over  $300  per  month.  Mr.  C  has  no  medical  insurance. 

Another  example:  An  85-year-old  lady  was  widowed  in  February. 
Her  husband  died  of  cancer.  Her  income  is  $638  a  month.  She  is 
currently  taking  five  prescriptions,  one  of  which  is  Cardizem-CD. 
She  will  not  become  eligible  for  a  Low  Cost  Drug  Card  until  Janu- 
ary 1994.  She  is  also  over  for  Medicaid  until  a  $1,266  spend  down 
has  been  paid  in  6  months. 

Still  another  example  is  Mr.  and  Mrs.  S,  who  have  a  combined 
income  of  $976  a  month.  Mr.  S  has  diabetes  and  Mrs.  S  has  Par- 
kinson's Disease.  They  are  over  income  for  Federal  and  State  pro- 
grams. I  applied  and  received  a  2-month  supply  of  one  prescription 
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for  Mrs.  S  from  Eli  Lilly,  and  I  am  waiting  to  hear  on  other  medi- 
cines from  the  indigent  drug  program. 

These  above  examples  are  your  average  "fall  between  the 
cracks."  They  pay  Part  B  of  Medicare  and  they  pay  a  Medigap  pol- 
icy. Deducting  these  two  payments  from  their  income  plus  buying 
their  medications  are  forcing  many  to  play  a  game  of  which  bill  or 
medication  gets  paid  for  that  month. 

These  senior  citizens  have  worked  hard  all  their  lives,  retired  on 
what  at  the  time  was  an  income  to  meet  basic  needs,  and  some  left 
over  for  other  uses.  Now,  they  find  themselves  with  everything  get- 
ting out  of  control,  and  they  are  beginning  to  juggle  what  they  can 
afford  to  take  that  month  for  medications,  or  how  to  stretch  a 
medication  into  2  months. 

I  also  would  like  to  add  that  these  particular  people  are  very 
proud.  They  like  to  feel  that  they  have  control  over  their  lives  or 
their  prescriptions,  and  they're  losing  it  and  it's  frightening,  it's 
very  frightening  for  them. 

Senator  Cohen.  Is  that  the  completion  of  your  testimony? 

Ms.  Potter.  Yes. 

Senator  COHEN.  Thank  you  very  much,  Ms.  Potter. 
First,  let  me  turn  to  Ms.  McCullum. 

I  think  first  of  all  we  all  have  to  commend  the  State  for  adopting 
a  Low-Cost  Drug  Program.  I  think  we're  1  of  10  or  11  States  in  the 
country  that  have  such  a  program.  But  as  you  point  out,  we're  still 
facing  some  major  fiscal  problems  in  this  State,  not  to  mention  the 
Federal  Government. 

In  addition,  it  is  my  understanding  the  State's  program  does  not 
cover  drugs  for  chronic  illnesses  such  as  glaucoma,  Parkinson's,  or 
cancer. 

Our  Aging  Committee  found  that  the  drugs  that  fight  these  ill- 
nesses were  among  the  drugs  that  increased  the  fastest  last  year. 
Sinemet  for  Parkinson's  Disease  experienced  a  15-percent  increase 
between  1991,  1992,  five  times  the  rate  of  inflation.  Timoptic  for 
glaucoma,  8  percent.  Nolvadex  for  cancer,  8  percent  increases.  So 
we're  seeing  that  these  are  the  drugs  that  aren't  even  covered  by 
our  Low-Cost  Program,  and  they  are  the  ones  that  continue  to  go 
two  to  three  times  higher  than  the  rate  of  inflation. 

Now,  I  am  aware  that  we  have  representatives  from  the  pharma- 
ceutical manufacturers  here  today  and  that's  as  it  should  be  be- 
cause they  have  a  story  to  tell  as  well.  They  have  been  invited  and 
have,  in  fact,  testified  at  hearings  in  Washington  to  present  their 
side  of  the  case.  We  had  the  head  of  the  Pharmaceutical  Manufac- 
turer's Association  testify  at  the  last  hearing. 

A  letter  has  been  sent  to  the  Bangor  Daily  News  pointing  out 
that  one  solution  would  simply  be  to  have  Medicare  cover  all  pre- 
scription drugs.  That's  one  solution.  Of  course,  if  we  were  to  adopt 
that  solution,  we  would  see  the  cost  of  health  care  in  this  country 
go  well  above  the  $800  or  $850  billion  mark  today. 

Health  care  costs  are  scheduled  to  reach  $1  trillion  by  the  end 
of  this  decade,  perhaps  even  sooner.  Maybe  within  the  next  3  years 
we  may  hit  $1  trillion  for  the  health  care  cost  of  this  country  as 
it  is. 
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And  the  Pharmaceutical  Manufacturer's  Association  answered, 
"Well,  just  put  prescription  drugs  in  on  top  of  Medicare  and  let  the 
Federal  Government  pay  for  it." 

Now,  that  isn't  going  to  happen.  That's  very  unlikely  to  happen 
without  some  sort  of  restraint  built  in  to  the  cost  of  the  increases. 
There  is  no  way  the  U.S.  taxpayer  can  continue  to  fund  the  cost 
of  all  prescription  drugs,  and  yet  have  no  control  over  what  the 
price  is  going  to  be. 

By  the  way,  I  want  to  commend  the  drug  companies  because  they 
have  tried  to  inform  physicians  of  some  of  the  59  company  pro- 
grams that  provide  low  cost  or  no  cost  drugs  to  truly  indigent  peo- 
ple. That's  to  be  commended. 

But  then  there's  this  other  item  that  is  now  being  argued.  In  this 
letter  to  the  Bangor  Daily  News,  Mr.  Mossinghoff,  who  testified  be- 
fore our  Committee,  said,  "Pharmaceutical  companies  have  volun- 
tarily restrained  prices."  And  he  goes  on  to  talk  about  13  compa- 
nies who  have  pledged  to  hold  down  prices. 

What  he  doesn't  indicate  in  the  letter  and  what  he  testified  to 
in  Washington,  is  that  the  only  reason  that  the  companies  have 
voluntarily  pledged  to  hold  prices  down  is  because  of  the  activities 
of  the  Aging  Committee,  Senator  Pryor  and  myself,  raising  cain 
about  what's  going  on. 

And  so  he  commended  the  Committee  for  pointing  out  the  prob- 
lem, and  said,  "As  a  result  of  your  efforts,  13  companies  are  still 
going  to  pledge  to  hold  down  their  prices." 

Well,  the  prices  were  not  held  down  to  the  consumer  purchasing 
them.  They  may  have  gone  to  reductions  in  a  large  volume  of  buy- 
ers such  as  the  VA  perhaps  or  perhaps  some  other  large  pur- 
chasers. But  at  the  purchasing  level,  the  consumer  retail  level, 
we've  heard  from  two  pharmacists  here  today  that  they  haven't 
gone  down;  they've  gone  up. 

So  even  though  the  pledge  has  been  made,  it  hasn't  been  carried 
out  at  the  consumer's  level.  You  know,  it's  an  old  story;  I've  pointed 
this  out  before.  It  makes  a  big  difference,  however,  whether  you  are 
at  the  6-foot  or  the  1-foot  level.  So  to  say  the  average  price  level 
has  been  held  to  inflation  doesn't  really  mean  that  you're  not  get- 
ting much  higher  inflationary  impression  at  the  consumer  level. 

There  is  an  ad  that  has  been  placed  in  the  Washington  Post.  It 
shows  a  middle-aged  man  wearing  a  T-shirt.  He  looks  like  he  may 
be  a  patient  in  the  hospital.  And  it  says,  "Can't  somebody  please 
do  something  about  drug  prices  going  up?"  That's  the  question 
we're  all  asking.  Everybody  here  is  asking  that  question. 

And  it  says,  "We  think  so.  We've  asked  the  justice  Department 
to  approve  a  plan  under  which  pharmaceutical  companies  could 
pledge  to  limit  average  price  increases  to  no  more  than  inflation." 
And  once  more,  we'd  have  the  Government  monitor  this. 

I  guess  the  question  I  have  is:  Why  do  you  need  an  exemption 
from  the  antitrust  laws  in  order  to  do  this? 

According  to  the  industry's  letter,  they  would  like  to  have  special 
permission  to  discuss  industrywide  price  restraints.  Well,  it  seems 
to  me  that  a  company  can  simply  on  its  own  decide  to  lower  the 
price  or  not  increase  the  price,  and  it  would  seem  to  me  you  don't 
need  to  have  industrywide  cooperation  if  we're  in  the  free-market 
enterprise.  And  if  Merck  or  Johnson  decides  to  lower  its  price,  it 
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seems  to  me  that's  a  competitive  advantage  because  people  are 
going  to  start  buying  that  particular  drug  as  opposed  to  one  manu- 
factured by  another  that's  selling  at  two  or  three  times  the  rate  of 
inflation. 

But  there  now  has  been  a  request  made  to  the  Justice  Depart- 
ment, to  Attorney  General  Reno,  to  provide  an  anti-trust  exemption 
so  that  the  pharmaceutical  companies  can  get  together  to  discuss 
ways  in  which  they  could  limit  the  price  increases  to  the  rate  of 
inflation. 

This  is  something  that  I  have  asked  the  Justice  Department  to 
look  very  carefully  at  to  make  sure  that  we  are  not  simply  provid- 
ing a  way  in  which  they  can  all  act  in  concert  rather  than  through 
the  so-called  free-market  system  and  each  provide  for  their  lower 
costs. 

I  guess  all  of  you  have  basically  the  same  sentiments  here. 

Ms.  Downey,  you  talked  about  one  of  your  cases.  I  think  the  indi- 
vidual had  kidney  transplants  and  muscle  deterioration,  and  he 
had  health  insurance  coverage,  as  I  recall. 

Ms.  Downey.  That's  right. 

Senate  Cohen.  And  yet  he  still  is  having  difficulty  making  it. 
Ms.  Downey.  That's  exactly  right. 

Senator  Cohen.  And  yet  most  people  don't  have  that  kind  of  cov- 
erage. So  I  think  it's  a  rather  dramatic  case  of  people  who  are 
caught  in  the  health  insurance  bind  where  it  covers  prescription 
drugs  and  yet  they  still  can't  make  it  even  with  the  coverage. 

At  the  starting  point  insurance  costs  $100  a  month,  so  one 
spends  $1,200  plus  the  $250  deductible.  Now,  we're  getting  close  to 
$1,500;  plus  with  the  limitation  you're  paying  $1,500,  in  essence, 
a  year  for  the  coverage. 

Ms.  Downey.  Yes. 

Senator  Cohen.  And  then  there's  a  limitation  of,  what  is  it 
$1,250? 

Ms.  Downey.  That's  the  maximum,  $1,250  a  year. 

Senator  Cohen.  So  you  pay  roughly  $1,200  to,  let's  say,  almost 
$1,500  for  the  coverage,  and  yet  what  you  get  would  be  coverage 
limiting  to  $1,200  a  year.  It  doesn't  make  a  good  deal  of  sense  from 
my  perspective. 

Ms.  Downey.  Not  for  many  people,  no. 

Ms.  Potter.  I  had  one  more  thing. 

On  that  Timoptic  for  glaucoma,  under  the  Maine  Eye  Care  Pro- 
gram my  clients  have  received  that  particular  prescription  if  they 
have  a  disease  which  would  lead  to  blindness,  if  they  can  get  glau- 
coma. 

Senator  Cohen.  Well,  let  me  thank  all  of  you  for  coming  again 
to  present  a  rather  united  opinion,  I  think,  on  the  nature  of  the 
problem  that  confronts  us. 

I'm  trying  to  keep  a  balanced  approach.  As  I  said  before  in  my 
opening  remarks,  I  believe  in  our  system,  and  I  don't  want  to  resort 
to  price  controls  as  others  have  done  in  other  countries.  We  do,  I 
think,  have  the  finest  health  care  system  in  the  world.  I  believe 
that. 

The  difficulty  is  it's  being  priced  out  of  reach  of  many  more  peo- 
ple today.  We've  got  to  find  a  solution  to  it.  Perhaps  the  prescrip- 
tion drugs  only  comprise  a  small  portion  of  that  near  $1  trillion  ex- 
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pense.  Nonetheless,  it's  one  which  is  coming  out  of  the  pockets  of 
people  directly,  in  most  cases. 

Say  we're  tossing  you  a  lifeline,  and  you're  10  feet  away,  but  the 
lifeline  is  only  6  feet  in  length.  It  isn't  much  good  to  many  people. 
That's  metaphorically  the  position  we're  in.  Here's  a  lifeline  that 
won't  quite  reach  you  because  your  arm  doesn't  extend  that  far. 
Your  pocketbook  doesn't  go  that  far,  and  therefore,  you  can't  afford 
the  drugs  themselves. 

Well,  I  don't  think  the  answer  is  simply  to  have  the  Federal  Gov- 
ernment provide  you  with  a  longer  line,  so  that  now  we're  paying 
the  cost  of  the  ever-increasing  amounts  that  are  being  charged. 
We've  got  to  find  a  solution  which  best  coincides  or  is  compatible 
with  our  overall  approach  to  medicine,  which  has  been  more  a  free- 
market  system. 

President  Clinton  is  about  to  submit  a  health  care  reform  plan 
through  the  auspices,  or  I  think  the  direction,  actually  the  leader- 
ship, of  his  wife,  Mrs.  Clinton.  That's  been  delayed  several  weeks 
because  of  the  illness  and  then  the  death  of  her  father.  I  expect 
that  proposal  to  come  forward  within  several  weeks,  if  not  sooner. 
I  expect  that  it  will  have  many  components  that  I  will  be  very 
strongly  in  favor  of.  We  are  moving  in  the  direction  of  so-called 
managed  competition. 

There  are  going  to  be  some  real  incentives  in  that  particular 
package  to  provide  that  low-cost  health  insurance  be  made  avail- 
able to  everyone.  We're  also  going  to  have  some  restraints  on  insur- 
ance companies,  and  overall  get  a  very  controversial  proposal,  but 
one  in  which  I  think  will  be  the  beginning  point  for  us  to  develop 
a  consensus  about. 

I  also  would  point  out  that  President  Clinton  is  very  much  in 
support  of  the  legislation  that  Senator  Pryor  and  I  have  introduced. 
In  the  event  that  the  manufacturers  of  the  drug  industry  don't  vol- 
untarily hold  prices  within  the  realm  of  inflation,  they  will  lose  cer- 
tain tax  benefits.  I  haven't  talked  about  this  in  any  specifics  today, 
but  basically  we  have  research  and  development  tax  credits  that 
are  taken  advantage  of,  and  we  want  to  continue  to  encourage 
those  by  the  drug  companies. 

There's  also  something  called  section  936  of  the  Internal  Revenue 
Service  Code.  And  that  is  a  provision  that  was  designed  to  help 
stimulate  the  economy  in  Puerto  Rico,  and  oddly  enough  the  drug 
companies,  about  19  of  them,  take  advantage  of  this  provision. 
They  have  located  their  manufacturing  operations  in  Puerto  Rico. 

They  derive  something  close  to  $67,000  per  employee  that  they 
hire  in  the  way  of  tax  benefits  even  though  the  average  salary  paid 
to  the  Puerto  Rican  employee  ranges  anywhere  from  $16,000  to 
$26,000.  So  it's  quite  a  substantial  tax  benefit  that  is  derived  from 
this  provision. 

What  I  have  suggested  is,  in  the  event  that  prices  are  not  volun- 
tarily restrained,  there  should  be  some  corresponding  reduction  in 
the  availability  of  that  extra  benefit. 

There  are  other  approaches  that  can  be  taken. 

One  might  be  to  reduce  the  patent  protection  level  for  longevity. 
Another  may  be  to  seek  to  get  some  kind  of  a  royalty  from  the  ef- 
fort that  you  and  I  make  by  contributing  our  Federal  tax  dollars 
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to  NIH  and  the  research  that  is  undertaken  by  the  Federal  Govern- 
ment itself,  which  benefits  individual  drug  companies. 

So  there  are  several  options  available.  We're  hoping  to  use  this 
stick  to  get  the  attention  of  the  manufacturers,  and  I  think  we 
have  done  that.  In  their  testimony  they  indicated  they  got  the  mes- 
sage and  they're  making  an  effort  to  comply.  I  don't  think  they've 
quite  arrived  there  yet.  This  is  not  an  issue  that's  going  to  be  re- 
solved quickly  or  easily. 

But  the  testimony  that  all  of  you  presented  today  will  be  helpful 
at  least  in  trying  to  find  our  way  to  a  reasonable  solution  without 
resorting  to  either  arbitrary  price  controls  or  some  other  arbitrary 
action  on  the  part  of  the  Government  itself. 

I  thank  all  of  you  for  coming  this  morning.  You've  made  a  very 
important  contribution.  Thank  you. 

Ladies  and  gentlemen,  those  of  you  who  are  in  the  audience,  we 
have  a  few  moments  for  those  of  you  who  would  like  to  make  a 
statement  or  express  a  sentiment.  Please  raise  your  hand  and  feel 
free  to  do  so. 

The  gentleman  way  in  the  rear.  Maybe  you  would  like  to  come 
forward,  sir? 

STATEMENT  OF  CHARLES  CURRAN,  BANGOR,  ME 

Mr.  CURRAN.  My  name  is  Charles  Curran,  a  resident  of  Bangor. 

I  don't  know  if  some  of  these  things  were  mentioned  because  I 
got  here  late.  A  couple  of  things  that  I  didn't  hear  were  cost  of 
medicine. 

Probably  a  week  before  you  go  the  hospital,  your  doctor  gives  you 
four  or  five  prescriptions  to  be  filled  for  home.  You  spent  $250  or 
$300  for  the  prescriptions. 

The  next  day  you've  got  to  go  in  the  hospital.  You  have  the  same 
doctor  that's  going  to  tend  you  in  the  hospital.  You're  not  allowed 
to  bring  that  medicine  in  there,  but  yet  the  hospital  is  charging  you 
$2  a  pill  for  a  pill  that  you  just  bought  for  15  cents  apiece. 

I've  watched  you  and  Senator  Pryor  on  C-SPAN.  I  think  you  are 
doing  a  fantastic  job.  But  I  just  don't  see  anybody  relate  to  the  cost 
outside  of  drug  stores  on  Medicare.  I'm  lucky.  I  can  pay  my  bills. 

A  year  and  a  half  ago  it  cost  me  $140,000  to  put  my  body  to- 
gether. I  take  five  narcotic  pills  a  day  to  make  it  down  here.  I'm 
a  DAV  lifetime  member,  and  I  don't  have  any  problems  at  all  in 
comparison  to  other  people.  I  get  out  of  bed  in  the  morning. 

But  I  don't  think  that  the  problem  is  being  addressed  costwise 
by  saying  Medicare  doesn't  pay  this  and  Medicare  doesn't  pay  that. 
I  worked  in  the  Post  Office  for  8  years.  While  I  was  working,  when 
heart  surgery  wasn't  fashionable,  I  got  out  and  my  wife  was  mak- 
ing $42  a  week,  and  I  had  to  go  on  food  stamps  even  though  I 
worked  for  the  Federal  Government  because  my  leave  had  run  out. 

I  got  back  on  my  feet.  I  got  rebuilt  all  over.  I  take  generic  drugs. 
I  heard  a  person  sitting  here  earlier  say  Cardizem-CD.  My  pre- 
scription for  Cardizem  was  such  that  I  was  maintaining  a  normal 
heart  program. 

Recently  I've  had  to  pop  a  few  extra  nitros.  So  my  doctor  gave 
me  a  prescription  yesterday  for  what  he  called  the  new  Cardizem- 
CD  that  would  help  lower  the  cost  by  taking  one  a  day  instead  of 
increasing  the  number. 
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I  don't  pay  a  dime  for  medicine.  I'm  cared  for  by  my  Government 
program.  I'm  through  the  Rx  plan  out  of  Florida  and  being  a  senior 
citizen,  it  doesn't  cost  me  one  penny. 

But  I  suggest  that  anytime  Federal  funds  are  being  used  to  pay 
a  bill,  that  patient  should  automatically  be  sent  a  copy  of  what 
they  are  being  charged  for.  If  Medicare  has  got  a  bill  from  the  hos- 
pital or  a  doctor,  Medicare  should  not  just  send  a  statement  to  the 
patient  saying  this  is  the  amount  of  the  claim,  this  is  the  amount 
paid. 

Example:  When  I  got  out  of  the  hospital  at  different  times,  I  al- 
ways called  and  asked  for  a  printout.  I  was  charged  $2,500  for 
swimming  lessons  the  day  I  was  operated  on.  That's  one  hospital 
in  Bangor.  The  other  hospital  in  Bangor  charged  me  for  a  commode 
that  was  in  the  room  for  me  to  use.  I  wasn't  bedridden. 

I  called  up.  I  got  a  printout  from  the  hospital.  I  went  over  it  and 
I  called  the  administrator  back  and  said  I  would  like  to  come  up 
and  sit  down  and  discuss  why  you  charged  me  $2  for  an  aspirin 
and  charged  me  for  a  commode  I  didn't  use  and  charged  me  for  a 
wall  plug  to  plug  my  radio  in.  These  are  things  that  are  just  above 
and  beyond  medicine.  These  are  still  costs  to  the  elderly.  I  can't  get 
to  Washington  to  testify  in  front  of  Mrs.  Clinton,  so  I  hope  some 
of  this  rubs  off. 

I  don't  understand  the  different  costs  of  drugs  from  Bill  Miller's 
place  to  La  Verdiere's.  If  the  pharmacy  is  told,  and  from  what  I 
had  heard  him  say,  when  the  cost  is  set  on  drugs,  why  does  one 
drug  store  charge  more  than  another? 

Small-time  drug  stores,  I  have  nothing  against  them  or  anything 
else,  but  I  also  know  that  I  had  a  pharmacist,  when  I  was  using 
them,  and  when  he  got  a  prescription — and  my  prescriptions  and 
medications  were  all  in  the  computer — when  I  brought  a  prescrip- 
tion up  there  one  time,  he  called  my  house  at  supper  time  and  said 
did  you  discuss  this  with  your  doctor  because,  he  said,  this  might 
be  a  little  tough  to  take  with  the  other  medications  you're  taking. 
But  that  showed  the  interest  in  that  pharmacist,  and  there  are 
some  good  pharmacists.  Whether  they  work  in  drugstores  or  wher- 
ever, they're  qualified  people. 

You  just  made  a  statement  that  said  Medicare  definitely  will  not 
take  care  of  drugs,  so  maybe  I  shouldn't  bring  this  up.  But  if  you're 
going  to  raise  the  premiums  on  Medicare,  give  us  something  more 
for  it. 

Senator  Cohen.  What  I  was  suggesting  is  the  drug  manufactur- 
ers' answer  to  this  problem,  people  going  without,  is  simply  have 
Medicare  provide  for  coverage  of  all  prescription  drugs.  My  answer 
is,  we  are  not  going  to  do  that  unless  we  have  some  control  over 
the  price.  Otherwise  we're  simply  going  to  give  a  blank  check  to 
whatever  the  companies  want  to  charge  for  whatever  drug  in  the 
future  and  say  Medicare  covers  it.  That's  not  going  to  happen. 

If  there's  going  to  be  coverage,  and  there  may  be  coverage  in  the 
Clinton  health  package  for  prescription  drugs,  there  are  also  going 
to  be  controls  involved  because  no  one  is  going  to  give  blank  checks 
to  anybody  if  the  Federal  Government  is  going  to  be  underwriting. 

I  also  want  to  indicate,  Mr.  Curran,  that  your  situation  in  the 
hospital  is  not  unique.  I  went  to  visit  an  old  law  partner  of  mine, 
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and  he  was  telling  me  about  his  experience  in  going  to  a  hospital. 
He  went  in  for  a  break  in  the  shoulder  and  he  was  an  outpatient. 

And  he  didn't  get  a  copy  of  his  bill.  It  went  directly  to  the  insurer 
who  paid  it.  He  demanded  to  see  a  copy  of  the  bill,  and  the  hospital 
had  him  charged  for  a  full  day  and  an  overnight  stay  in  the  hos- 
pital. He  said,  "I  didn't  stay  in  the  hospital  overnight,"  but  they 
charged  him  for  a  room  for  it.  And  they  said,  "well,  you  must  have 
stayed;  maybe  you  were  unconscious  at  the  time  and  didn't  realize 
that  you  were  there  overnight."  He  said,  "no,  I  guarantee  you  I 
went  in  there  at  8  a.m.;  I  was  out  by  11  or  12,  and  I'm  an  out- 
patient, and  I  don't  want  you  paying  that  bill." 

But  that's  what  happens  when  we  have  this  notion  that  some- 
body else  is  paying  for  it.  We  don't  look  at  the  bottom  line  anymore 
as  to  what  is  involved. 

We've  had  testimony  on  this  subject.  It  has  not  gone  unnoticed 
by  us.  We've  had  testimony  at  Aging  Committee  hearings  in  which 
individuals  like  yourself  would  come  before  the  committee  and  say, 
look,  I  was  charged  x  dollars  for  the  following  treatment.  I  never 
got  that  treatment,  and  my  insurance  company  paid  it,  but  I  want 
to  complain  about  it.  And  the  answer  was:  Don't  complain  about  it; 
the  insurance  covers  it.  As  long  as  it's  not  coming  out  of  your  pock- 
et, why  are  you  complaining. 

One  individual  spent  something  in  excess  of  several  thousand 
dollars  of  his  own  money  traveling  around  trying  to  bring  this  to 
the  attention  of  local  officials  that  they  were  being  billed  for  things 
that  they  didn't  receive,  didn't  want,  didn't  need,  and  didn't  receive. 
And  they  said  just  mind  your  own  business;  you're  just  making 
waves.  He  finally  made  enough  waves  that  he  got  up  before  the 
committee,  and  it  was  not  a  unique  situation. 

So  we've  got  to  do  a  much  better  job  in  finding  out  exactly  as  to 
what  hospitals  are  charging.  Some  of  it  is  inadvertent.  Some  of  it 
may  be  computer  error,  but  some  of  it  just  simply  may  be  delib- 
erate. 

Mr.  CURRAN.  Well,  the  thing  that  surprised  me  the  most  when 
I  read  it  after  I  got  the  printout,  is  that  hospitals  don't  have  a 
swimming  pool. 

So  I  called  my  insurance  company.  They  had  already  paid  the 
bill.  I  called  my  insurance  company,  and  I  told  my  insurance  com- 
pany out  in  Kansas — it's  a  Federal  program,  Government  Employ- 
ee's Credit  Union — Government  Employees  Hospital  Association.  I 
called  them  up  and  I  said  you  were  overcharged  $2,500.  So  they 
immediately  sent  a  letter  to  the  hospital  for  reimbursement,  and  it 
took  a  while  to  get  it  straightened  around. 

But  the  thing  is  that  the  hospitals  will  tell  you — I'm  not  knock- 
ing the  hospitals  for  that  because,  like  you  say,  things  do  happen. 
But  the  thing  is  how  much  is  going  on  that  the  public  doesn't 
know.  People  are  saying,  well,  you  can  have  a  printout;  all  you 
have  to  do  is  ask  for  it.  They  shouldn't  have  to  ask  for  it.  They're 
paying  a  big  enough  bill.  The  hydro  bills  you;  the  telephone  bills 
you;  the  patients  should  be  billed  a  copy.  It  just  should  be  auto- 
matic. 

The  thing  that  gets  me  with  the  hospitals,  they  go  put  in  the 
newspaper  that  their  rates,  the  room  rate  is  $100  for  such  and  such 
a  date.  No  ifs,  ands,  or  buts.  They  get  away  with  it.  I  watch  you 
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on  your  C-SPAN.  I've  never  heard  anybody  say,  damn  it,  we  have 
got  to  stop  the  hospital. 

They  talk  about  the  equipment  they're  only  going  to  allow  in  cer- 
tain areas,  the  special  equipment  so  there  won't  be  doctors  sending 
them  to  the  wrong  places  and  all  this.  Someone  has  got  to  crack 
down  on  the  cost  of  the  hospitals. 

Thank  you  very  much,  Senator. 

Senator  Cohen.  Thank  you.  I  appreciate  it. 

Can  you  come  up  here? 

Mr.  Rhine.  Morning,  Senator  Cohen. 

Senator  Cohen.  Good  morning.  Good  to  see  you  again. 

STATMENT  OF  RICHARD  RHINE 

Mr.  Rhine.  My  name  is  Richard  Rhine.  I  live  here  in  the  Bangor 
House.  I  just  want  to  reiterate  a  couple  of  points  that  Mr.  Curran 
brought  out  about  overcharging  for  common  products  in  the  hos- 
pital as  well  as  medicines  that  you've  bought  not  of  your  own  pock- 
et that  we're  not  allowed  to  take. 

1  went  into  the  hospital  4  years  ago  after  I  had  purchased  $304 
worth  of  prescriptions  at  Wellby's  Pharmacy  on  Union  Street  by 
order  of  my  physician.  The  next  morning  I  went  into  the  hospital, 
and  they  proceeded  to  charge  me  overrated  prices  for  these  same 
pills. 

While  I  was  in  the  hospital  for  the  10  days,  the  medicine  was 
changed.  Even  though  my  $304  worth  of  prescriptions  were  still 
sealed,  unused,  I  was  forced  to  throw  them  in  the  wastebasket, 
flush  them  down  the  toilet,  because  they  can't  take  them  back  even 
though  they  are  factory  sealed,  unbroken.  So  out  of  my  own  pocket 
I  threw  away  $304  out  of  a  $432  monthly  income. 

I  have  Medicare,  but  it  doesn't  cover  any  prescriptions.  Unfortu- 
nately, 2  years  of  that  went  on  where  I  was  spending  75  percent 
of  my  month's  income  for  prescriptions  out-of-pocket  when  come  to 
find  out  that  the  doctor  that  originally  prescribed  this  stuff  failed 
to  follow  up,  and  I  was  no  longer  supposed  to  be  taking  it.  My  other 
physicians  took  me  off  of  it,  and  I  proceeded  to  do  much  better  both 
physically  and  mentally  as  well,  and  plus  my  financial  situation 
improved  slightly.  And  I  just  wanted  to  point  that  out  too  that  that 
happens  all  the  time,  and  I've  talked  to  other  people  too. 

I've  also  gotten  some  copies  of  hospital  bills  where  I'm  charged 
$5  for  a  Tylenol,  per  pill,  $10  for  two  Tylenol  on  4  separate  days 
just  because  they  were  administered  in  the  hospital. 

Senator  Cohen.  Can  I  ask  you,  Richard,  did  your  doctor  know 
that  you  were  going  to  go  in  the  hospital  when  he  prescribed  the 
medication? 

Mr.  Rhine.  No,  he  did  not.  This  was  an  emergency  thing  that  the 
condition  was  worse  than  he  thought  it  was.  I  was  there  in  his  of- 
fice in  the  afternoon.  The  next  morning  at  6,  I  went  to  the  hospital 

emergency. 

Senator  Cohen.  And  was  he  your  physician  in  the  hospital? 
Mr.  Rhine.  Yes.  She. 
Senator  Cohen.  Oh,  she. 

Mr.  Rhine.  Yes,  and  she  said,  your  other  medication  will  have 
to  go.  You're  going  to  have  to  be  taking  this  instead. 
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So  I  went  back  to  the  pharmacy  with  the  $304  worth  of  prescrip- 
tions that  I  had  never  even  opened,  never  even  taken  them  out  of 
the  bag,  and  they  said,  sorry,  you  can  flush  them  down  the  toilet 
because  they're  no  good  to  us.  I  didn't  think  that  was  quite  fair  ei- 
ther, you  know,  since  the  prescription  was  still  sealed. 

But  they  overcharge.  I  also  want  to  bring  up  something  else  I 
don't  think  is  being  addressed.  Outside  of  prescriptions  and  equip- 
ment and  things  like  that,  there  are  two  standards  of  billing  in  this 
country.  It  depends  on  who  is  paying  for  it.  I  have  been  told  this 
right  face  to  face  by  a  medical  equipment  supplier  as  well  as  a 
pharmaceutical  supplier,  if  you  will. 

If  you  pay  for  it  out  of  your  pocket,  there's  one  price  for  cash,  but 
if  somebody  else  is  paying  for  it  for  you,  oh,  well,  we  have  another 
price  for  them.  It's  usually  60  or  80  percent  higher.  On  the  two  sep- 
arate occasions  I  have  been  face  to  face  with  this.  It  was  60  to  80 
percent  higher  if  Medicare  or  my  Blue  Cross  was  going  to  cover  it 
than  if  I  just  handed  them  the  green  stuff  right  over  the  counter, 
and  I  don't  think  that's  fair  either.  I  think  one  standard  for  every- 
body. 

Senator  Cohen.  That's  what  both  of  the  pharmacists  who  testi- 
fied earlier  were  pointing  out  that  we  have  in  our  national  psychol- 
ogy the  notion  that  somehow  if  somebody  else  is  paying  we 
shouldn't  be  concerned  about  the  cost.  But  the  fact  is  that  we're  all 
ultimately  paying  ever  higher  prices. 

Mr.  Rhine.  That's  exactly  right.  You  know,  the  fact  that  some- 
body else  is  paying,  it's  only  your  neighbor.  You  know,  it's  kind  of 
what  goes  around  comes  around. 

Senator  Cohen.  Maybe  your  neighbor  may  be  a  Medicare  pa- 
tient. 

Mr.  Rhine.  Could  be. 

Senator  Cohen.  And  it  could  be  a  Medicare  bill. 
Mr.  Rhine.  Yes. 

Senator  Cohen.  But  ultimately  we  all  pay  the  price  of  that,  so 
I  think  you're  right.  That's  one  thing  we've  got  to  focus  on. 

Mr.  Rhine.  Yes.  But  I  just  wanted  to  bring  up  those  points  here 
this  morning  too. 

Senator  Cohen.  Thank  you  very  much. 

Mr.  Rhine.  I  appreciate  your  coming.  I'm  glad  you  came. 

Senator  Cohen  Thank  you,  Richard. 

Mr.  Rhine.  We  need  more  of  these. 

Senator  Cohen.  We  do. 

Now,  anybody  else  in  the  audience  who  has  something  to  say, 
please  step  up.  Yes,  sir.  Why  don't  you  come  forward  and  state 
your  name. 

STATEMENT  OF  RONALD  MASTERS 

Mr.  Masters.  Thank  you,  Senator.  My  name  is  Ronald  Masters, 
and  I'm  a  health  care  consultant.  I  have  been  involved  on  the  reim- 
bursement side,  the  insurance  side,  as  well  as  working  with  provid- 
ers. 

I  have  been  in  Maine  now  a  year.  I  came  back  here  with  my  wife 
so  she  could  be  with  her  family  and  have  found  that  the  environ- 
ment in  Maine  is  considerably  different  from  the  west  coast,  to  say 
a  little  bit  about  it. 
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I  will  say,  however,  that  one  of  the  things  that  strikes  me  from 
the  testimony  this  morning  as  well  as  from  my  own  personal  expe- 
rience is  that  Maine  is  experiencing  the  tremendous  problem  of 
cost  shifting  in  pharmaceuticals  more  so  than  probably  any  other 
place  in  the  country. 

Many  other  places  in  the  country  where  employment  is  higher 
and  the  incidence  of  health  insurance  is  higher  through  the  work- 
place, employers  are  reluctant  to  have  special  provisions  such  as 
the  PCS  card  or  some  type  of  a  pharmacy  card  whereby  there  is 
a  copayment  at  the  time  of  dispensing.  Basically  the  cost  to  the 
consumer  is  hidden;  it's  a  mystery  and  they'll  never  see  it. 

Additionally,  these  special  arrangements  typically  will  provide 
the  employer,  who  is  ultimately  paying  the  bill,  with  as  much  of 
a  discount  as  the  average  red  book  wholesale  pharmaceuticals. 
Now,  if  that's  happening  in  many  other  parts  of  the  country,  then 
the  cost  shift  to  make  up  for  what  the  pharmaceutical  companies 
are  not  making  is  going  to  be  placed  somewhere  else,  typically  on 
some  of  those  that  are  cash-paying  customers  and  more  specifically 
would  be  the  aged. 

So  I  would  think  what  we  have  seen  from  our  firm  in  probably 
representing  over  10,000  insurers  over  the  years  that,  that  they 
have  gotten  the  benefit,  and  unfortunately  the  cash  payer  does  not, 
and  it's  gotten  even  worse  probably.  As  the  special  arrangements 
have  proliferated  over  the  1980's  and  into  the  1990's,  I  would  say 
that  would  be  a  direct  correlation  with  what  is  happening. 

Senator  COHEN.  I  appreciate  your  testimony.  Do  you  plan  to 
stay? 

Mr.  Masters.  Yes. 

Senator  Cohen.  Good. 

Mr.  Masters.  Yes,  now  that  the  snow  is  gone. 
Mr.  Erickson.  Senator. 
Senator  Cohen.  Yes,  sir. 

STATEMENT  OF  MR.  ERICKSON 

Mr.  Erickson.  My  name  is  Erickson,  and  I  have  a  quick  com- 
ment along  those  lines.  It  doesn't  really  affect  me. 

But  it's  common  policy  for  some  doctor's  offices  to  present  a  bill, 
and  if  you  have  Medicare,  their  bill  is  substantially  higher  than 
what  Medicare  would  pay,  but  they  accept  Medicare  as  full  pay- 
ment. 

I  have  since  gotten  some  private  insurance  and  now  they  pay 
that  difference,  and  I  don't  see  the  doctor's  office  sending  any  of 
that  money  back.  I  guess  it's  just  the  American  way.  I  don't  know 
if  it's  illegal  or  not,  but  as  you  say  before  if  somebody  else  is  paying 
you,  you're  not  concerned. 

Senator  COHEN.  As  a  matter  of  fact,  changes  have  been  made  in 
the  law  so  that  by  1993,  at  the  end  of  this  year,  physicians  no 
longer  will  be  able  to  do  that. 

We  have  a  situation  in  which  you  have  what  they  call  participat- 
ing physicians,  those  who  need  to  accept  payment  of  Medicare  in 
full,  but  it's  not  quite  in  full  because  there  was  still  a  20-percent 
copayment  as  far  as  the  Medicare  is  concerned.  But  then,  even 
though  they  were  taking  the  Medicare  patient,  they  would  bill  that 
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patient  for  much  higher  sums,  with  the  individual  not  knowing 
that  it  was  prohibited  by  a  law  that  we  passed  back  in  1989. 

And  we're  phasing  in  the  provisions,  so  that  by  the  end  of  1993, 
this  year,  physicians  will  either  accept  Medicare  in  full  with  that 
20-percent  differential  being  the  only  difference,  so  they  cannot 
charge  over  and  above  that  if  theyYe  going  to  continue  to  partici- 
pate with  Medicare  beneficiaries. 

Mr.  Erickson.  Thank  you. 

Senator  Cohen.  OK. 

I  should  also  point  out  that  we  are  working  on  a  Patient's  Bill 
of  Rights  that's  going  to  require  hospitals  to  itemize  their  bills  to 
patients  and  establish  hot  lines  for  patients  to  use  to  report  fraud 
and  over-billings.  That's  something  also  that  we  are  working  on  in 
the  Aging  Committee. 

Ms.  Potter.  Senator,  may  I  ask  one  question? 

Do  you  see  in  your  work  somewhere  along  the  line  perhaps  for 
the  seniors  who  are  on  Medicare  something  like  a  sliding  scale  with 
a  cap  on  prescriptions?  Something  that's  similar  to  our  Low  Cost 
Drug  Card  where  $10  for  certain  prescriptions,  where  you  won't  go 
in  with  $100  prescriptions  and  they  don't  have  the  $100? 

Senator  Cohen.  I  don't  think  we've  gotten  to  that  point  yet. 

Ms.  Potter.  Have  you  even  looked  at  anything  like  that? 

Senator  Cohen.  I'll  let  you  know  in  2  weeks  when  Mrs.  Clinton 
files  her  plan.  I  don't  think  they've  looked  at  that  yet. 

Ms.  Potter.  Because  the  ones  I'm  working  with,  a  lot  of  them 
are  very  proud.  They  don't  want  it  for  nothing.  They  want  to  pay. 
They  want  to  feel  responsible,  but  these  prescriptions  have  really 
gotten  them  floored. 

Senator  Cohen.  I'm  not  sure  if  they've  looked  at  that  yet. 

Anyone  else  who  would  like  to  offer  a  comment? 

STATEMENT  OF  MS.  DOWNES 

Ms.  DOWNES.  Yes.  I  would  like  to  ask  just  a  quick  question. 
When  we  get  our  bill  from  the  doctor  and  it  shows  the  amount  of 
the  bill,  it  shows  the  amount  Medicare  pays,  and  then  it  says  an- 
other figure  on  that,  Medicare  adjustment,  I  wonder  what  that  rep- 
resents. I  tried  to  find  out  from  my  doctor's  office,  but  I  didn't  get 
a  satisfactory  explanation. 

Senator  Cohen.  Mary?  This  is  the  real  force  behind  the  Aging 
right  here,  Mary  Gerwin.  She  was  indicating  to  me  that  under  the 
law  that  I  mentioned  before  there  is  a  maximum  that  can  be 
charged  to  the  patient.  What  that  Medicare  adjustment  is,  is  the 
maximum  amount  that  would  be  allowed  under  the  Medicare  pro- 
gram. So  that  second  figure  should  be  a  lower  one,  is  it  not,  that 
you  looked  at? 

Ms.  Downes.  Well,  I  never  did  understand  it,  and  I  know  I've 
tried  to  figure  out  percentage  or  anything  about  it.  It  will  always 
be  there  with  the  bill,  the  Medicare  adjustment. 

Senator  Cohen.  Well,  that's  the  amount  that's  permitted  by  law 
as  a  result  of  the  law  we  passed  in  1989.  That's  what  that  figure 
should  represent. 

Ms.  Downes.  So  the  amount  that  Medicare  pays  is  80  percent  of 
that. 

Senator  Cohen.  Right. 
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Ms.  DOWNES.  Is  that  right? 

Senator  Cohen.  Right. 

Ms.  Downes.  Thank  you. 

Senator  Cohen.  Anyone  else?  Yes,  sir. 

STATEMENT  OF  MR.  KELLY 

Mr.  Kelly.  The  State  of  Maine  has  a  Low  Cost  Drug  Program. 
Senator  COHEN.  Right.  It  doesn't  cover  a  lot  of  things. 
Mr.  KELLY.  That's  right.  And  why  is  it? 

Senator  Cohen.  Money.  Money.  I  assume  the  State  is  not  here 
at  this  point? 

Mr.  Kelly.  This  does  not  make  sense.  Some  of  those  drugs  that 
they  give  people  help  on  are  able  to  pay.  It's  heart  disease,  I  believe 
one  of  them,  and  they  have  been  able  to  work  a  good  percentage 
of  their  life  and  have  a  healthy  life. 

But  people  like  myself  that  has  been  disabled  all  my  life  and 
have  not  been  able  to  hold  a  job  and  as  far  have  not  been  able  to 
get  a  pension  and  it's  been  very  tough.  And  yet  the  medication  that 
I  need  and  use  and  will  need  for  the  rest  of  my  life,  I  can't  get  no 
help  for  it.  I  don't  understand  it.  Why  we  are  looked  down  on. 

Senator  COHEN.  I'm  not  sure  it's  a  question  of  being  looked  down 
on.  I  think  this  program  that's  been  adopted  by  the  State,  and  only 
10  States  have  it,  is  an  attempt  to  try  to  ameliorate  or  soften  the 
blow  for  those  people  who  are  dependent  upon  three  or  four  of 
these  drugs  that  we  reimburse  for. 

It  does  not  cover,  as  I  indicated,  Parkinson's;  it  doesn't  cover  can- 
cer treatments  and  what  else?  Glaucoma.  It  only  covers  a  small 
band  of  drugs.  But  it's  simply  a  small  program  designed  to  provide 
some  relief  and  even  as  such,  I  think  as  Ms.  McCullum  indicated, 
they  are  being  stretched  thin  even  now  with  only  a  very  minor  area 
of  coverage.  So  it's  a  question  of  financial  ability. 

Mr.  Kelly.  I  believe  you  are  acquainted  with  this  gal  they  call 
Margaret  Chase  Smith? 

Senator  Cohen.  I've  heard  that  name. 

Mr.  KELLY.  If  I  hadn't  had  a  little  help  from  her,  I  wouldn't  have 
the  first  decent  job  I  had  in  my  life.  But  some  people  are  handi- 
capped. That  was  not  my  fault,  and  therefore,  I  have  been  able  to 
work  part  of  the  time  through  my  life  to  get  some  help  and  I  would 
like  a  little  help  to  buy  my  medications,  but  I  am  not  allowed  to 
have  it. 

Senator  Cohen.  Well,  that's  one  of  the  purposes  of  this  hearing 
to  find  out  what  we  can  do  and  what  we  ought  to  be  doing. 
Mr.  Kelly.  It's  very  discouraging. 

Senator  Cohen.  Anyone  else  before  we  conclude  the  hearing?  If 
not,  I  thank  all  of  you.  I'm  sorry,  go  ahead,  Ms.  Potter. 

Ms.  Potter.  I  would  like  to  answer  that  on  the  Low  Cost  Drug 
Card,  if  I  may. 

For  the  heart,  the  lungs,  diabetes,  most  of  your  life-threatening 
diseases  are  covered  under  your  prescription,  but  if  you're  a  single 
person,  your  income  is  over  $8,900  a  year,  you're  not  eligible.  If 
you're  a  couple  over  $11,100  you're  not  eligible,  and  I  get  very  frus- 
trated when  I  get  somebody  $11,500  and  they  are  cut  off. 

Mr.  Kelly.  I  don't  have  that  income  because  I  am  unable  to 
work  to  earn  it.  I  do  have  some. 
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Ms.  Potter.  And  you  can't  get  your  card? 
Mr.  Kelly.  What? 

Ms.  POTTER.  Why  can't  you  get  your  card  to  cover  your  heart? 

Mr.  Kelly.  They  tell  me  I'm  not  eligible. 

Ms.  Potter.  Why?  It  goes  by  income.  Age  62? 

Mr.  Kelly.  Yes,  I  am  68,  and  my  income  is  $6,000. 

Ms.  Potter.  A  year. 

Mr.  Kelly.  Yes. 

Ms.  Potter.  You  should  be  covered.  I  would  make  you  out  an  ap- 
plication today  if  I  had  my  forms  with  me.  Go  over  to  Brewer  to 
the  eastern  Maine  area. 

Mr.  Kelly.  There  was  a  girl  here. 

Senator  Cohen.  See  if  they  can't  help  you  at  the  conclusion  of 
this. 

Ladies  and  gentleman,  thank  you  very  much  for  attending  today, 
and  I  appreciate  all  your  testimony. 

[Whereupon,  at  11:45  a.m.,  the  committee  adjourned,  to  recon- 
vene at  the  call  of  the  Chair.] 
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